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Subj: COWERCI AL ACTI VI TIES (CA) PROGRAM

Ref : (a) SECNAVI NST 4860. 44F ( NOTAL)
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(c) 10 U.S.C. 114 (a) (2)
(d) FAR
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(f) DoD 4000.19-R (NOTAL)
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Encl: (1) Reports Required

(2) Definitions of Terns

(3) 10 U.s. C. 2461

(4) Codes and Definitions of Functional Areas

(5) Codes for Denoting Conpelling Reasons for In-house CA
Operations and Reasons for Contract Performance or
Pl anned Changes in Method of Performance

(6) Formats for Required Reports

(7) Codes for Denoting States, Territories, and
Possessions of the United States and Overseas
Locations of Installations Reporting

(8) Part Il of the Supplenent to OMB Circul ar A-76

(9) Part 11l of the Supplement to OVMB Circular A-76



(10) Part 1V of the Supplement to OVMB Circular A-76
(11) Change Transmittal Menoranduns to OVMB Circul ar A-76

Reports Required: See enclosure (1)

1. Purpose. To inplenent the Departnment of the Defense’ s (DOD)
and the Departnment of the Navy's policies and procedures,
contained in reference (a), for determning the nost econonmnica
met hod of performance (in-house or contract) for required CA's in
accordance with reference (b).

2. Cancellation. MCO 4860.3C, MCBul 4860 of 19 Jun 91 (Canc
frp: 31 Dec 91.), and HQO 5420. 46A.

3. Summary of Revisions. This revision contains a substanti al
nunber of changes and should be reviewed in its entirety.

4. Definitions. Terns used in this Oder are defined in
encl osure (2).

5. Scope and Applicability. The provisions of this Oder are
applicable to CA's perforned in the United States, its
territories and possessions. It does not:

a. Apply to Governnmental functions as defined in enclosure
(2). However, CGovernnental functions will continue to be
reported in the conmand’ s annual CA inventory. (See paragraph 8,
foll owi ng.)

b. Apply to expert and consulting services of a purely
advisory nature relating to the functions of Marine Corps
conmand, admini stration, and program managenent .

c. Apply to nonappropriated fund instrunentalities (NAFI's).
The application of the procedures in this Order are not nandatory
for CAs staffed solely with civilian personnel paid by
nonappropri ated funds. However, application of the procedures in
this Order are mandatory for CA's when they are partially staffed
with civilian personnel paid by appropriated funds. Wen tota
installation support services are being studied for possible
conversion to contract under a single solicitation, an
installation commander may decide that it is practical to include
activities funded solely with nonappropriated funds in the
solicitation.

d. Apply to research, devel opnent, test, and eval uation
(RDT&E) functions, the funds for which are required to be
aut horized by reference (c). Not excluded is that part of such
funds which is obligated for operation or support of
installations and equi pnent used for RDT&E, such as operation and
mai nt enance of test ranges, maintenance support of |aboratories,
and mai ntenance of test aircraft.

e. Apply to printing and reproduction services authorized by



the Joint Committee on Printing (JCP).
2
f. Apply to products or services acquired in accordance with
treaties, international agreenents, or where acquisition under

the provisions of this Order would be contrary to | aw

g. Apply to conbat/conbat service support elenments within
the Fl eet Marine Forces.

h. Apply in tines of declared war or military nobilization

i. Apply to products and services avail abl e from ot her
Federal agencies (mandatory sources) which are required by law to
furnish them

j. Provide authority to enter into contracts.

k. Justify conversion to contract solely to avoid personne
ceilings or salary limtations.

. Authorize contracts that establish an enpl oyer-enpl oyee
rel ati onshi p between the Departnent of Defense and contractor

enpl oyees as described in the Federal Acquisition Regulation
(FAR) 37.104 (reference (d)).

6. Poli cy

a. It is the policy of DoD to:

(1) Ensure DoD M ssion Accomlishnent. DoD conponents
shall consider the overall DoD mission and the defense objective
of mai ntaining readi ness and sustainability to ensure a
capability to nmobilize the defense force and support structure.

(2) Achieve Econony and Quality through Conpetition
Encourage conpetition with the objective of enhancing quality,
econorny, and performance. \Wen perfornmance by a comerci al
source is deternmined to be a viable alternative, a conparison of
the cost of contracting and the cost of in-house perfornmance
shall be perforned to determ ne who shall provide the best val ue
for the Governnent, considering price and other factors included
in the solicitation. The restriction of a solicitation to a
preferential procurenent program does not negate the requirenent
to performa cost comparison. Performance history will be
considered in the source selection prbcess, and high quality
per f or mance shoul d be rewarded.

(3) Retain Governnental Functions |In-House. Certain
functions that are inherently Governmental in nature, and
intimately related to the public interest as discussed in
par agraph 9h(1) of this Oder, nandate performance by DoD
personnel only. These functions are not in conpetition with




conmer ci al sources; therefore, these functions shall be perforned
by DoD personnel

(4) Rely on the Commercial Sector. DoD conponents shal
rely on comrercially avail able sources to provi de comerci al
products and services except when required for national defense,
when no satisfactory commercial source is available, or when in
the best interest of direct patient care. DoD conponents shal
not consider an in-house new requirenent, an expansion of an in-
house requirenent, conversion to in-house, or otherwi se carry on
any CA's to provide comercial products or services if the
products or services can be procured nore econonically from
conmer ci al sources.

(5) Permit Interimln-House Operation. A DoD in-house CA
may be established on a tenporary basis if a contractor defaults.
Action shall be taken to resolicit bids or proposals in
accordance with this Order.

b. In conformance with this policy, the Marine Corps shal
depend upon both Governnent and private comrercial sources for
the provision of products and services to neet its mlitary
readi ness requirements wi th maxi mum cost effectiveness as
fol | ows:

(1) No Marine Corps conmponent shall engage in or contract
for CA's except in accordance with the provisions of this O der
or as otherw se provided by law. Performance of CA's by nmlitary
or civilian enmpl oyees of the Governnent may be authorized when it
is deternined that one or nore of the follow ng circunstances
exi st:

(a) The Government’s cost for providing a product or
service can be shown by a cost conparison analysis, conducted in
accordance with reference (b), to be | ower than the commerci al
cost.

(b) No satisfactory private, conmercial source is
avai |l abl e.

(c) The CAis operated by mlitary personnel who are
assigned to the activity and the activity or nmilitary personne
used in or subject to deploynent in a direct nmilitary conbat
support role.

(d) The CAis operated by military personnel and is
essential for training in exclusively mlitary skills.

(e) The CAis operated by military personnel and is
needed to provi de seal/shore rotation work assignments.

(f) The installation comrander deci des, under the



authority granted by reference (e), that it is not in the best
interest of the Marine Corps to conduct a CA study.
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(2) In-house performance nust be justified, docunented,
and approved on a case-by-case basis.

c. [Excess property or services available fromother Federa
agenci es should be used in preference to new starts or new
contracts, provided there is a fornmal program established for
managi ng the excess capacity of the other Federal agencies, or
t he needed product or service cannot be obtained nore
econom cally froma private, comrercial source.

(1) When a Marine Corps CA has excess capacity, that
capacity can be used to provide products or services to other
agencies, provided that it is done in accordance with reference
(f) and this Order.

(2) All Marine Corps CA's providing products or services
to ot her Federal agencies rmust be reviewed under this Oder to

det ermi ne whet her continued in-house performance is justified.

7. Authority and Responsibilities

a. Commanders of Marine Corps activities who are responsible
for operation of CA's are hereby del egated authority for
approvi ng deci sions resulting fromcost comnpari son anal yses
conducted in accordance with the provisions of this O der
Commanders will forward notification of these decisions via the
chain of command to the Commandant of the Marine Corps (MPC-46).
This authority may not be redel egated.

b. Commanders shall

(1) Ensure that their CA's are operated in accordance
with the provisions of this Order.

(2) Appoint a CA program nanager to coordinate the
conmand’ s CA program Personnel participating in CA program cost
study teans nust be properly trained and shall attend appropriate
related training courses. CA related training courses are
avail able froma variety of training sources including the Nava
Techni cal Training Support Group and the U S. Arny Managenent
Col l ege, Ft. Lee, VA

(3) Forward the results of reviews and cost conparison
anal yses via the chain of conmand to the Commandant of the Marine
Corps (MPC-46) for necessary approval, coordination, and
cl earance prior to inplementation. Higher authority (i.e.
Secretary of the Navy, Secretary of Defense, O fice of Managenent
and Budget (OMVB), and the Congress) has, in recent years, inmposed
certain restrictions and reporting requirenments on CA Program



i mpl enent ati on whi ch nust be adhered to by Headquarters Marine
Corps. (Required reporting requirenments are discussed in
par agraph 21 of this Oder.)

(4) Ensure that single function cost conparison anal yses
are conpleted within 2 years of Congressional notification, and
mul ti-function studies are conpleted within 4 years of such
notification. (Note: The announcenent to Congress is considered
to be the date the study started. The date when an initial
decision is reached is considered to be the date the study is
conpl et ed.)

(5) Forward justification to CMC (MPC-46) if unavoi dabl e
del ays are encountered which preclude a study from being
conpleted within the required tinmefrane.

(6) Certify that in-house cost calcul ations are based on
the nost efficient and cost-effective organization for in-house
performance of the function and that the entire cost conparison
is avail abl e.

(7) Ensure that contracts resulting from cost conparisons
conduct ed under this Oder include a provision, consistent with
Gover nrent post enpl oyment conflict of interest standards, that
the contractor shall give DoD enpl oyees, displaced as a result of
the conversion to contract performance, the right of first
refusal for enploynent openings on the contract in positions for
whi ch they are qualified.

(8) Keep enpl oyees and enpl oyee organi zati ons appri sed,
in accordance with | ocal procedures and the procedures contained
inthis Oder, of CAreview and cost study actions that may
affect their jobs. Provide full assistance to displaced
enpl oyees in obtaining other positions consistent with applicable
regul ati ons, including:

(a) Gving them appropriate consideration within the
DoD Priority Placenent Program

(b) Paying reasonable costs for training and
rel ocation, as appropriate, when these shall contribute directly
to placenent.

(c) Arranging for gradual transition when conversions
are made to provide greater opportunity for attrition and
pl acenent .

(d) Coordinating with the Departnment of Labor and
other agencies to obtain private sector enploynent for separated
wor kers. Reference (g) provides gui dance on policies and
procedures concerning reductions in force. Wen reduction-in-



force action is required as a result of a CA study, the Fact
Sheet, required by reference (g), shall be subnmitted with the
Deci sion Notification Summary: Results of Cost Conparison (RCS
DD- 4860-07) required by paragraph 18 of this Order

(e) Ensure that all CA's are reviewed and i nventoried
in accordance with the provisions of this O der.

8. Annual CA Inventory Procedures

a. Reference (b) requires executive agencies to conpile and
mai ntain a conplete inventory of their individual CA s and
contract support services. Reference (h) requires the Secretary
of Defense to report to Congress annually on the extent of CA
perf ormance by DoD enpl oyees and contractors. (A copy of the
| anguage contained in reference (h) is provided in enclosure
(3).) The inventory provides the basis for responding to DoD
reporting requirements. Increased use of the inventory by higher
headquarters, OVB, and the Congress nandate an accurate and
conpr ehensi ve report be submtted.

b. The CA inventory (RCS DD 4860-03, External RCS DD
P&L(A) 1540), conpiles information on all in-house CA functions
and all service contracts of $100,000 or nore and shall be
prepared annually. The function codes contained in enclosure
(4), with only a few exceptions, always nmeet the definition of a
CA; therefore, they nust all be reported in the activity's CA
i nventory. Enclosure (5) provides codes to denote conpelling
reasons for current nethod of perfornmance of the function. Only
the conpelling reason codes contained in enclosure (5) shall be
used in preparing the inventory.

c. CMC (MPC-46) will forward a dBASE |1l Plus formatted
floppy diskette (5.25 inches) to each conmand by 1 Cctober each
year. This diskette will provide the dBASE Il Plus files

( ARECORDS. DBF and BRECORDS. DBF) for inputting the data for

submi ssion of the inventory. A description of the information to
be included in the data fields is provided in Appendi x A of

encl osure (6). Enclosure (7) provides information on the codes
used for states and territories (geographic regions). A typed
listing may be subnmitted for those commands that do not have
dBASE |11 Plus capability.

d. The diskette and a printout of the data shall be
submitted in sufficient time to be received by CMC (MPC-46) by 15
Novenmber each year. The printout is essential in the event the
di skette i s damaged during shipping. Subm ssion of a negative CA
i nventory response i s not required.

e. An inventory for utilities services purchased at nmilitary
installations is not required; however, the in-house or contract



operation, mmintenance, repair, alteration, or associated ninor
construction of Governnment-owned utility plants or systens will
be inventori ed.

f. To avoid duplicate reporting, only the reporting
conponent performing the service or providing the product wll
prepare and submt the inventory report. "Customers" or

7

"tenants" will not inventory services or products obtained from
anot her Government conponent on a support agreenent basis.

g. Al work-years for a particular function code shall be
reported under one entry. Only when it is the intention of the
conmand to study work-years of the same function code under
separate CA studies shall there be nore than one function code
reported.

h. The followi ng information pertains to subfunctional area
reporting:

(1) Subfunctional area reporting shall not be used unl ess
t he subfunction has been treated as a separate entity during a
previ ous review or cost conparison.

(2) When subfunctional area reporting is required for one
or nore subfunctions within a functional area, all subfunctions
within that functional area will be reported. |In this situation
no sunmary or main functional area record shall be reported.

(3) When subfunctional area reporting is required, the
sum of all subfunctions should equal the total for the main
function that woul d have been reported had subfunctiona
reporting not been required.

i. Functional areas deternined to be Governnental during the
formal Revi ew process (paragraph 9h(1) (b) of this Order) shal
not be reported in the annual inventory. However, functiona
areas exenpt from cost conparison on the basis of nationa
defense criteria, paragraph 9h(1) (a) of this Order, shal
continue to be included in the inventory report.

9. Revi ew Procedures

a. The Marine Corps is required by reference (b) to schedule
reviews of all commercial activities functions listed inits
inventory at |east once every 5 years. The purpose of the review
process is to determ ne whether the present method of perfornmance
of a CA should be continued or scheduled for a cost conparison
anal ysi s.

b. Functions approved for continuation in-house for any
reason cited in paragraph 9h(1) of this Oder nust continue to be



reviewed every 5 years even if the functions are not reported in
t he annual inventory subm ssion

c. CA s perforned by contract (other than authorized set
asides) will be reviewed prior to contract expiration or prior to
execution of any contract option provision. The procedures of
par agraph 9i shall apply.

d. The procedures outlined in paragraph 9h shall apply when
revi ewi ng i n-house CA's.

e. Decisions resulting fromthe review will be docunented
and subnmitted to this Headquarters (MPC-46) for approval
coordi nation, and clearance prior to initiating followon actions
associ ated with the decision. Headquarters Marine Corps will
aut hori ze continued in-house or contract performance or
initiation of a cost conparison analysis when the approval and
coordi nation process is conmpleted. However, functions schedul ed
for a CA study which involve 45 or nore civilian positions nust
be announced to Congress prior to initiating the study. Since
announcement to Congress is considered the date that the study
begi ns, this announcenent will not be made until the conmand has
notified this Headquarters (MPC-46) that it is ready to conmence
t he study.

f. Reviews of CA's shall be subnmitted to CMC (MPC-46) no
later than 1 June of the year the function is schedul ed for
review as reflected in the command’ s annual inventory. CA
Revi ews may, however, be subnmitted at any tinme a change in the
met hod of performance is contenplated. It is not necessary to
wait until the function is required to be reviewed as di scussed
i n paragraphs 9a and 9b above. RCS DD 4860-06 applies for in-
house commercial activity reviews; RCS DD 4860-09 applies for
contracted comrercial activity reviews.

g. The format contained in Appendi x B of enclosure (6) shal
be used for submitting the Reviews of in-house CA's. The fornmat
contai ned in Appendi x C of enclosure (6) shall be used for
submitting the Reviews of contracted CA's.

h. Review Procedures for CA's Performed | n-House

(1) The first step in the review process is to deternine
if the function should be exenpt froma CA study. Existing in-
house CA's shall be retained in-house without a cost conparison
only when one of the follow ng conditions are satisfied. These
conditions are as foll ows:

(a) National Defense Requirenents. The determination
to continue in-house perfornmance based on national defense
requi rements is made by Headquarters Marine Corps on a case-by-



case basis by considering the specific function or mlitary
positions involved in the performance of a conmand’s CA's. |If

any of the follow ng conditions are net, the CA or portions
thereof, nay be justified for in-house perf ornmance w thout a cost
conpari son anal ysi s:

1 The CA or assigned mlitary personnel are
utilized in or are subject to deploynent in a direct conbat
support role. Direct conbat support is essential to the support

of combat operations and, if not performed, could cause inmediate
i mpai rment of comnbat capability.

2 The CA is essential to provide career
progression to needed military skill |evels.

3 The CA provides appropriate work assignments
for a rotation base for overseas assignments.

4 The CA provides depot or internediate |eve
mai nt enance and is required to satisfy the requirenents for

a A ready and controll ed source of technica
conpet ence and resources for depot |evel maintenance to
effectively and efficiently neet peacetime, nobilization, and
sust ai ned conbat equi pment readi ness requirenents.

b Combat and combat support activities to be
self-sufficient insofar as possible in providing direct
(i ntermedi ate organi zati onal ) mai nt enance support for assigned
weapons systens and equi prent. Contract engineering technica
service activities will conformto the policies set forth in
reference (i).

5 The CA woul d involve contractor maintenance of
Conmruni cati on Security (COVSEC) equi prent and the Director
Nati onal Security Agency (NSA) has deternined that the risk to
nati onal security through contracting out this function would be
unacceptable. Reviews of this function should include a separate
letter, unclassified if possible, containing information on the
types of equi pnent involved and the mmintenance required. This
information will be forwarded by this Headquarters to the
Director, NSA, for appropriate determ nation

(b) Governnental Nature. Sone CA's, or portions of a
CA, may performduties that are considered to be Governnental in
nature and therefore shoul d be retained in-house w thout
conducting a cost conparison analysis. Detailed justification
nmust be included in the conmand’ s Revi ew subm ssion to support
exenption of a CA or a portion of a CA on the basis that the
duties are considered CGovernmental in nature. Governnenta



responsibilities can fall into several categories which include:

1 Discretionary application of Governnent
authority. As in investigations, prosecutions, and other
judicial functions; in nanagenent of Governnent prograns
requiring value judgnents, as in direction of the nationa
def ense; managenent and direction of the Armed Services; conduct
of foreign relations; selection of programpriorities; direction
of Federal enployees; regul ation of the use of space, oceans,
navi gabl e rivers and other natural resources; direction of
intelligence and counterintelligence operations; and regul ation
of industry and commrerce, including food and drugs.
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2 Monetary transactions and entitlenent. As in
Governrent benefit prograns; tax collection and revenue
di shursements by the Government; control of the public treasury,
accounts, and nmoney supply; and the adm nistration of public
trusts.

3 I n-house core capabilities. |In the area of
research, devel oprment, and testing needed for technical analysis
and eval uation and technol ogy base managenent and mmi nt enance.
However, requirenents for such services beyond the core
capability whi ch has been established and justified by the agency
are not considered Governnental functions.

(c) Unavailability of a Satisfactory Conmerci al
Source. A CA may be performed by in-house personnel when it can
be denonstrated that no satisfactory conmercial source is
available. In order to exenpt a function fromstudy on this
basis, the Review nust include a discussion of the actions taken
to |l ocate comrercial sources. The command or the contracting
of ficer must make all reasonable efforts to identify available
sources before concluding that there is no satisfactory source
avai |l abl e.

1 The conmand’ s efforts to find satisfactory
conmer ci al sources shall be carried out in accordance with the
FAR (reference (d)) and the DFARS (reference (j)), including
review of bidders lists and inventories of contractors,
consi deration of preferential procurenment programs, and requests
for help from Government agencies such as the Small Business
Admi ni stration.

2 \When the availability of conmercial sources is
uncertain, at least three notices of the requirement will be
pl aced in the Conmerce Business Daily (CBD) over a 90 cal endar -
day period. (Notices shall be in the format specified in FAR
5.207 (reference (d)). When a bona fide urgent requirenent
occurs, the publication period in the CBD may be reduced to two
noti ces over a 30 cal endar-day period. Specifications and
requirements in the notice shall not be unduly restrictive and



shal | not exceed those required of Governnent personnel or
oper ations.

(d) Unacceptable Delav or Disruption of an Essenti al
Program | n-house operation of a CA nay be authorized on the
basis that use of a commercial source would cause an unacceptabl e
delay or disruption of an essential program The Review
submi ssion nmust contain a detailed explanation that denonstrates:

1 The delay or disruption nmust be specific as to
cost, tine, and performance neasures.
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2 The disruption nmust be shown to be of a lasting
or unacceptabl e nature. Tenporary disruption caused by
conversion to contract is not sufficient support for the use of
this criterion.

3 The fact that a CA involves a classified
program or is part of an activity’'s basic mission, or that there
is the possibility of a strike by contract enployees is not
adequate justification for Governnent perfornmance of the
function. Further, urgency alone is not an adequate reason to
conti nue Governnent operations of a CA. It nust be shown that
commer ci al sources are not able, and the Covernnent is able, to
provi de the product or service when needed

(e) Patient Care. CA's at hospitals nmay be perforned
by DoD personnel when it is determ ned by the head of the DoD
conponent or his designee, in consultation with the DoD
conponent’s chi ef medi cal director, that performance by DoD
personnel would be in the best interest of direct patient care.

(f) Public Laws. CA's may continue to be perforned
by in-house personnel when higher authority exenpts contracting
but for performance of functions such as, fire fighters, guard
service, and at specified installations. Further, CA' s may be
exenpt from study under 10 U.S.C. 2468 (reference (e)).

10 U.S. C. 2468 del egates authority to the installati on comander
to determnine which functions shall be studied under the
conmercial activities program

(g) Mlitary Construction. An econonic analysis
required by 10 U S.C. 2432 (reference (k)) elinminates the need
for a cost conparison of a CA

(h) Signals Intelligence and Tel econmuni cati ons and
Aut omat ed Information Svstens Security. Before recomendi ng that
an activity involving Signals Intelligence (SIANT), as
prescribed by E.O 12333 (reference (1)), and Tel econmuni cati ons
and Automated Information Systems Security, as prescribed by
Nati onal Security Decision Directive (NSDD) 145 (reference (m),




shoul d be subjected to a cost conparison, the comand nust
specifically identify the risk that using conmercial sources
woul d have on national security. The command’ s assessnent shal
be forwarded by CMC (MPC-46) to the Director, National Security
Agency (NSA), who shall determine if the risk to nationa

security is unacceptable. This Headquarters will notify the
conmand of the NSA Director’s decision whether to grant or deny a
request for a waiver of the provisions of reference (a) and this
O der.

(i) Accountable Oficer

1 The responsibilities of the Accountable O ficer
as an individual and position of the Accountable O ficer are not
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contractible. The functions of the Accountable O ficer that

i nvol ve the exercise of substantive discretionary authority in
determ ning the Government’s requirenents and controlling

Gover nrent assets cannot be performed by a contractor and mnust be
retained in-house.

2 Contractors can performfunctions to support
the Accountable O ficer and functions where they are perforning
in accordance with criteria defined by the Governnent. For
i nstance, contractors can process requisitions, maintain stock
control records, perform storage and warehousi ng, and nake | oca
procurenment of itens specified as deliverables in the contract.

3 The responsibility for adnministrative fund
control must be retained in-house. The contractor can process
all required paperwork up to funds obligation which nust be done
by the Governnent enpl oyee designated as responsible for funds

control. The contractor can al so process such docunents as
reports of survey and adjustnents to stockage |evels, but
approval nmust rest with the Accountable Officer. 1In all cases,

the adm nistrative control of funds must be retained by the
CGovernnent since a contractor or contractor enployees cannot be
hel d responsi ble for violations of Sections 1341, 1342, and 1517
of Title 31, United States Code (reference (n)).

(2) If in-house performance can be justified based on the
criteria specified in paragraph (1) above, the Review fornmat
contai ned in Appendi x B of enclosure (6) should be conpleted and
forwarded to CMC (MPC-46) for coordination and approval. This
report has been assigned Report Synbol DD 4860- 06.

(3) If continued in-house performance is not justified by
the criteria specified in paragraph (1) above, the next step in
the process is to schedule the CA for a cost conparison anal ysis.
When scheduling the CA for study, consideration should be given
to the foll ow ng:



(a) linjact on Federal Progranms. Scheduling a CA for
study must give consideration to inpacts on Federal prograns,
such as Equal Enpl oynent Opportunity. Although inpact on such
prograns is not justification for continued in-house performance,
the inpact of possible conversion to contract should be assessed
so as to mnimze disproportionate adverse inpacts on any one
group of enployees affected by these prograns in a given year

(b) Inmpact on Operations and M ntenance. Marine
Cords (O&WLC) funds. Scheduling nust give consideration to the
i mpact on the O&MMC budget and authorized civilian ceilings. For
exanpl e, O&MMC funds and civilian ceiling requirenents are
af fected when a cost conparison analysis is conducted for a CA
whi ch includes mlitary personnel. The decision to schedule the
CA for a cost conparison inplies that the function is not
required for national defense and does not need to be petforned
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by mlitary personnel. Therefore, the eventual performance of
the CAwill be by in-house civilians or by contractor personnel
dependi ng upon the outcome of the cost conparison. The potenti al
need for additional civilian ceiling authorization and O&MMC
funds nust be identified in the Review subm ssion, as provided
for in Appendix B of enclosure (6) (Report Symbol DD 4860-06),
and in the annual budget review process.

(c) Study G ouping and Availability of Loca
Resources. Consideration nust be given to whether the CAwll be
included in a study of other functions or will be studied by
itself. This is inportant in order to conply with the
established timeframes for conpletion of these studies - 2 years
for a single function study and 4 years for a nultifunction
study. Extensions to these tineframes cannot be granted.
Therefore, the availability of |ocal resources to conduct the
study rmust al so be taken into consideration

(4) The decision to schedule a CA for a cost conparison
study will be reported to the Commandant of the Marine Corps
(MPC-46) in the format provided in Appendi x B of enclosure (6)
(RCS DD-4860-06). A separate Review sheet is required for each
function even if it will be studied as part of a |arger study.
The study may not commence, however, until Congressiona
notification has been conmpleted. The Review report should
i ndicate the date (month/year) the command intends to initiate
the study. CMC (MPC-46) will notify Congress shortly before this
date and will then notify the command that Congressiona
notification has been conmpleted and that the study may conmence.

(5) A decision to schedule a CA for a cost conparison
anal ysis should trigger the identification and freezing of vacant
positions which would mininmze adverse personnel actions if the
CA is converted to contract performance. Requirenents to fil
positions should be satisfied with tenmporary hire enpl oyees.



i. Review Procedures for CA's Performed by Contract

(1) For contracted functions, the review deternmnes if
there is a likelihood that the service could be perfornmed in-
house at a cost which is less than contract perfornance by 10
percent of Government personnel-related costs plus 25 percent of
the cost of ownership of equipnent and facilities. Paragraph
9i (3), followi ng, provides criteria for nmaking this deter-

m nation. The assessment as to whether there is a likelihood
that in-house performance nmay be nore econom cal shoul d be based
on an estimate of in-house and contract costs for the period in
whi ch the work was perfornmed. A detailed cost conparison
analysis is not required for the Review process. The assessnent,
however, should be based on an apprai sal of data avail abl e and
refl ect the best judgenent of the installation commander. |If a
determ nation is made that a likelihood exists that in-house

14
performance woul d neet the cost differential criteria, the
contract will be scheduled for a cost conparison analysis in
(2) Decisions recommrendi ng that a cost conparison be
schedul ed for a function currently perforned by contract will be
reported to CMC (MPC-46) using the format contained in Appendix C
(RCS DD 4860-09) of enclosure (6).

(3) The following criteria will be used to determine if
cost differential criteria can be met:

(a) Number of direct |abor personnel required.
(b) Estimated average annual cost per person

(c) Direct labor cost (multiply paragraph 9i(3) (a) by
par agraph 9i (3)(b)).

(d) Labor and conversion differential (multiply
par agraph 9i (3)(c) by 1.1).

(e) Total capital investrment for this function.

(f) Equipnent and facilities ownership differential
(rmul tiply paragraph 9i (3)(e) by 0.25).

(g) Material and supplies required for 1-year
operation.

(h) Total Government cost estimate (sum of paragraphs
9i(3)(c), (e) and (f)).

(i) Contract cost plus cost of contract



adm ni stration.

(j) Schedule for cost conparison if paragraph
9i (3)(h) is less than paragraph 9i (3)(i).

(4) Contracted CA's that are justified for conversion to
i n-house perfornmance based on cost conparisons, national defense,
or in the best interest of direct patient care will be allowed to
expire (options will not be exercised) once in-house capability
is established. |If the required authorizations cannot be
accommopdated within the comuand’ s avail abl e resources, the
request should be subnitted during the annual budget review
process.

(5) Set-Aside Prograns

(a) CA's currently perforned by contract as a result
of an authorized set-aside action will not be reviewed or
subj ected to a cost conparison anal ysis.
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(b) New requirenents which would be programred for
contracting out under an authorized set-aside contract will not
be subjected to a cost conparison analysis for possible in-house
per f or mance.

(c) Set-aside prograns are covered in reference (d).

j. Expansions. |In cases where expansion of an in-house CA
is anticipated, reference (b) states that a review of the entire
CA, including the proposed expansion, shall be conducted to
determ ne if performance by DoD personnel is authorized for
nati onal defense reasons, because no commercial source is
avail abl e, or because it is in the best interest of direct
patient care. |If performance by DoD personnel is not justified
under these criteria, a cost conparison of the entire activity
shall be perforned. Governnment facilities and equi pnent nornally
will not be expanded to accommpdate expansions if adequate and
cost effective contractor facilities are avail abl e.

k. New Requirenents

(1) In cases where a new requirement for a commerci al
product or service is anticipated, reference (b) states that a
revi ew shall be conducted to deternine if performance by DoD
personnel is authorized for national defense reasons, because no
commercial source is available, or because it is in the best
interest of direct patient care. |f performance by DoD personnel
is not justified under these criteria, then the new requirenment
shall be perforned by contract.

(2) If there is reason to believe that commercial prices
may be unreasonable, an informal prelimnary cost analysis shal



be conducted to determ ne whether there is a likelihood that the
work can be perforned in-house at a cost that is less than
anticipated for contract performance. |f in-house perfornance
appears to be nore economical, a cost conparison shall be
schedul ed. The appropriate conversion differentials will be
added to the prelimnary in-house cost before it is deternined
that in-house performance is likely to be nore econoni cal

(3) Governnent facilities and equipnent will not nornally
be expanded to accommpdate new requirenents if adequate and cost -
effective contractor facilities are available. The requirenent
for Governnent ownership of facilities does not obviate the
possibility of contract operation. |If justification for in-
house operation is dependent on relative cost, the cost
conpari son may be del ayed to acconmopdate the | ead tine necessary
for acquiring the facilities.
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(4) Approval to budget for a major capital investnent
yassociated with a new requirenent will not constitute approval to
performthe new requirenent with DoD personnel. Governnent
performance shall be deternmined as stated in this O der

10. Public Affairs Guidance. C ose coordination between the
installation commander, the |ocal CA program manager, the conmand
| abor relations officer, and the Public Affairs O ficer because
of the CA Programis potential effect upon a conmmand’ s workforce
and the local comunity is essential. The information provided
in the foll owi ng paragraphs is intended to delineate
responsibilities and to assist installation cormanders and Public
Affairs Officers in responding to inquires and preparing | oca
announcenents.

a. Headquarters Marine Corps Responsibilities

(1) Congressional Announcements and Notifications.

The Secretary of Defense is required by 10 U S.C. 2461(a), (b),
and (d) to notify Congress of plans to conduct cost conparison
studi es and decisions to convert to contractor performance CA' s
i nvol ving nore than 45 civilian enployees. CMC (MPC-46) is
responsi ble for inform ng Congress of these CA actions. \While
the Marine Corps is not required to provide notification to
Congress if a function affects 45 or fewer positions, these
functions are normally included in the notification of planned
studies. (A copy of 10 U.S.C. 2461 is provided in enclosure

(3)-)

(a) Intention to study functions. After the review
process has been compl eted and the comrand has notified
Headquarters Marine Corps that it is ready to conmence a CA
study, CMC (MPC-46) will forward a listing of functions approved
for cost study to the Ofice of Legislative Affairs for




distribution to nenbers of Congress. CMC (MPC-46) will also
forward to the Assistant Secretary of the Navy (Installations and
Environnment) (ASN(I&E)) a letter to the Speaker of the House and
a letter to the President of the Senate informng themof the
Marine Corps intention to performa cost study. After the
Congressi onal notification has been conpleted, conmands will be
aut horized to commence the studies and to rel ease (subject to

| ocal procedures and obligations) a | ocal announcenent of the
functions to be studied. |In accordance with reference (0), OB
will publish a synopsis of functions approved for cost study
annually, at a minimum in the Federal Register and Comerce
Busi ness Daily (CBD). Commencenent of a study should not be

del ayed pending publication in the Federal Register or CBD

(b) Decision to convert a function to contract after
conpletion of full CA study. |If contract award is indicated
after the formal cost conparison has been conpl eted (including
bi d openi ng, determ nation of the successful |ow bidder/offeror
conpl etion of the appeal process, and final decisions of GAO
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protests), CMC (MPC-46) will prepare for ASN(I&E) signature, the
Congressional notification of the Marine Corps’ intention to
award a contract. After OLAF has distributed the notification to
t he nenbers of Congress, CMC (MPC-46) will authorize the conmand
to award the contract. Reduction-In-Force (RIF) actions will be
handl ed consistent with procedures in reference (g) (subject to

| ocal procedures and obligations).

(c) Most Efficient Organization (MEO certification
for direct conversion of functions involving 10 or nore civilian
positions. After conpletion of the informal cost conparison
anal ysis (including the appeal process), CMC (MPC-46) nust notify
the Appropriations Commttees of the House of Representatives and
of the Senate, in accordance with Section 8026 of reference (p),
that an MEO of the function was devel oped. CMC (MPC-46) will
prepare for ASN(I&E) signature, the Congressional notification of
the Marine Corps’ intention to award a contract and certification
that an MEO was devel oped. After OLA has distributed the
notification to the menbers of the Appropriations Conmittees, CMC
(MPC-46) will authorize the command to award the contract and, if
requi red, authorize issuance of Reduction-In-Force (RIF) notices
(subject to local procedures and obligations).

(d) Decision to retain a function in-house. |f
retention of the function in-house is indicated after conpletion
of the formal cost comparison (including bid opening, conpletion
of the appeal process, and final decisions of GAO, the command
will receive authorization fromthis Headquarters to begin
i mpl enentati on of the MEOL No Congressional notification is
required.

b. Command Responsibilities




(1) The installation conmander of the activity is
responsi ble for informng the affected enployees in the
function(s) that is or will be under study, the exclusively
recogni zed | abor organi zations, as appropriate, and the
conmunity. The information contained in the foll ow ng paragraphs
is provided to assist the commander and the Public Affairs
O ficer in making | ocal announcenents regarding cost conparison
studi es.

(2) Announcenent to enpl oyees and excl usively recognized
| abor organi zations of intent to conduct a cost conparison study.
Upon recei pt of the nessage from CMC aut hori zi ng comrencenent of
a study, the installation conmander is responsible for notifying
af fected enpl oyees and t he excl usively recogni zed | abor
organi zation, if any. Were the enployees are represented by an
excl usively recogni zed union, the method and content of the
noti ce nmust conply with past practices and applicable negoti ated
agreements. Normally, however, such notices should be provided
bef ore any announcement is made to the public. The follow ng are
illustrative of letters that may be used for these purposes, but

18

they may be nodified to conply with | ocal practices and/or
negoti ated agreenents. The command | abor rel ations officer can
provi de nore specific guidance.

SAMPLE LETTER(S)
Sanpl e Letter for an Exclusively Recogni zed Labor Organi zation

From Conmandi ng General or Commandi ng Officer, (name of
installation)

To: Presi dent, (name of |abor organization)

1. This is to advise you that a cost comparison of the (nane)
function will be conducted to determine if it is nore cost
effective to retain the function in-house for performance by
Governnent personnel or to convert it to contract perfornance.

2. Circular A-76 requires that each comrercial activity be
reviewed periodically to determine if continued performance by
government personnel is required for reasons of national defense.
If not, the Circular prescribes that the function shall undergo a
cost conparison study to determine if continued perfornmance by
Government al personnel is the nost econom cal nethod of
performance. Both the Governnent and contract cost estimates
will be based on providing the same scope of work at the same
performance standards to ensure a fair conparison and a continued
hi gh | evel of performance. |If the costs of contracting are | ower
than the costs of continued in-house performance by a factor



equal to ten percent of the Government’'s personnel related costs,
the function will be converted to contract performance.

3. A task group has been forned to coordinate the cost
conparison study. The task group chairperson is (nane, conmand
code, phone nunmber). As soon as m | estones have been established
by the group, you will be advised. A Perfornmance Wrk Statenent
(PWs) will be devel oped outlining the work results required.
Fromthat PW5, the Governnent’'s Mist Efficient O ganization (MEO
for the performance of the function will be deternined. The cost
of the MEO will be conputed to determ ne the Governnent’'s bid

The suggestions of your organization on the preparation of the
PWs and the devel opnent of the MEO are solicited. Also, please
contact (nanme, organization, phone nunber of |abor relations
contact) as soon as possible so that we can work out arrangenents
for obtaining input from bargaining unit enpl oyees on these

i mportant matters.

4. In an effort to mnimze personal hardships in the event of
conversion to contract, displaced enployees will be assisted in
obt ai ni ng Federal or other enploynent. Displaced enployees wll
be eligible for placenent under the DoD Priority Placenment
Program |In the event of decision to convert to contract, the
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contract will include a provision, consistent with Governnent
post - enmpl oynment conflict of interest standards, that the
contractor will give displaced Federal enployees the right of
first refusal for enploynent openings on the contract in
positions for which they are qualified.

5. Mnthly consultations will be held throughout the study
process to keep your organization advi sed on the study progress
and acconplishment of major nilestones. |If at any tinme during
the study you have any questions, you may contact (nane,

organi zati on, phone nunber).
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Sanpl e Letter for Bargaining Unit Enpl oyees:

From Conmandi ng General or Commandi ng Officer, (name of
install ation)



To: Enpl oyees of the (name of function being studied)

1. This is to advise you that a cost conparison of the (nane)
function will be conducted to determine if it is nore cost
effective to retain the function in-house for performance by
Government personnel or to convert it to contract perfornmance.

2. Circular A-76 requires that each comrercial activity be
reviewed periodically to determne if continued performance by
Government personnel is required for reasons of national defense.
If not, the Circular prescribes that the function shall undergo a
cost conparison study to determine if continued perfornmance by
Governent personnel is the nbst econom cal nethod of perform
ance. Both the Government and contract cost estimates in the

cost conparison will be based on providing the sane scope of work
at the sane performance standards to ensure a fair conparison and
a continued high |l evel of performance. |If the costs of

contracting are |l ower than the costs of continued in-house
performance by a factor equal to ten percent of the Governnment’s
personnel related costs, the function will be converted to
contract perfornmance.

3. A task group has been formed to coordinate the cost
conparison study. They will develop a Performance Wrk Statenment
(PW5) outlining the work results required. Fromthat PW5, the
Government’s Most Efficient O ganization (MEOQ for the

performance of the function will be determined. The cost of the
MEO wi || be conmputed to determ ne the Governnment’'s bid. The
conmand will be working with representatives of (name of

excl usively recogni zed | abor organi zation) to obtain your
suggestions and those of other bargaining unit enployees on
preparing the PWs and devel opi ng the MEO

4. In an effort to mnimze personal hardships in the event of
conversion to contract, displaced enployees will be assisted in
obt ai ni ng Federal or other enploynent. Displaced enployees wll
be eligible for placenent under the DoD Priority Placenment
Program In the event of a decision to convert to contract, the
contract will include a provision, consistent with Governnent
post - enmpl oynment conflict of interest standards, that the
contractor will give displaced Federal enployees the right of
first refusal for enploynent openings on the contract in
positions for which they are qualified.

21

5. Mnthly consultations will be held throughout the study
process to keep your organization advised on the study progress
and acconplishment of ma3or nilestones. |If at any time during
t he study, you have any questions, you may contact (nane,

organi zati on, phone nunber).
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Sanpl e Letter for Non-bargaining Unit Enpl oyees:

From Conmandi ng General or Commandi ng Officer, (name of
installation)

To: Enpl oyees of the (name of function being studied)

1. This is to advise you that a cost comparison of the (nane)
function will be conducted to determine if it is nore cost
effective to retain the function in-house for performance by
Governnent personnel or to convert it to contract perfornance.

2. Crcular A-76 requires that each comrercial activity be
reviewed periodically to determine if continued performance by
Governent personnel is required for reasons of national defense.
If not, the Circular prescribes that the function shall undergo a
cost conparison study to determine if continued perfornmance by
Gover nrent personnel is the nbst econom cal nethod of
performance. Both the Government and contract cost estimates in
the cost conparison will be based on providing the same scope of
work at the same performance standards to ensure a fair conpari-
son and a continued high | evel of performance. |f the costs of
contracting are |l ower than the costs of continued in-house
performance by a factor equal to ten percent of the Governnment’s
personnel related costs, the function will be converted to
contract perfornance.

3. A task group has been formed to coordinate the cost
conparison study. The task group chairperson is (nane, conmmand
code, phone number). As soon as m | estones have been devel oped
by the group, you will be advised. A Performance Wrk Statenent
(PW5) will be devel oped outlining the work results required.

From that PW5, the Government’'s Most Efficient Organization (MEO
for the performance of the function will be deternined. The cost
of the MEO will be conmputed to deternine the Governnent’s bid
Your suggestions on the preparation of the PWs and the

devel opnent of the MEO are solicited.

4. In an effort to mnimze personal hardships in the event of
conversion to contract, displaced enployees will be assisted in
obt ai ni ng Federal or other enploynent. Displaced enployees will
be eligible for placenent under the DoD Priority Placenment
Program In the event of a decision to convert to contract, the
contract will include a provision, consistent with Governnent
post - enmpl oynment conflict of interest standards, that the



contractor will give displaced Federal enployees the right of
first refusal for enploynent openings on the contract in
positions for which they are qualified.

23

5. Monthly consultations will be held throughout the study
process to keep you advised on the study progress and
acconpl i shment of major mlestones. |If at any tine during the
study, you have any questions, you may contact (name, organiza-
tion, phone nunber).
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(3) Announcenents to the public

(a) Public announcerment of intention to conduct cost
study. The followi ng sanple press rel ease may be used for |oca
announcement s upon recei pt of the message from CMC announci ng the
Marine Corps’ intention to cost study a function(s):

"The Marine Corps is beginning cost conparison
studies to find the | owest cost for sone
support functions. The (function) involves
(nunber) of mlitary and (nunber) of civilian
personnel at (base). The conparison involves a
detail ed anal ysis of the cost to performthe
function, to see if it can be done by a private

conpany for less noney. |If the potential exists
for a significant savings of tax dollars, the Marine
Corps will shift responsibility for the function

frominternal organization to an outside contractor

Cvilian enpl oyees who night be affected by
conversion to an outside contractor will receive job
assi stance from Federal relocation or reassignment
programs at Governnent expense. |If a contract is
awar ded, the contractor will be required to offer

di spl aced civilian enpl oyees the right of first
refusal for new jobs on the contract. |If a decision
to convert to contract is nade, public and
Congressional Notification will be made."

(b) Public announcenment of intention to award a



contract. The followi ng statenent may be used for |oca
announcenent after receipt of CMC nessage indicating notification
to Congress of the Marine Corps’ intention to award a contract
has been conpl et ed:

"The Departnment of the Navy announced today the

Mari ne Corps’ decision to convert various support
functions (or list nanes of functions) at (nane of
installation) to contractor perfornance. A contract
will be awarded to (name of contractor). There were
(nunber) of mlitary personnel and (nunber) of
civilian personnel perform ng the functions before
the decision to convert to contract. The decision
to convert the function(s) to contract was nade
after a detail ed study indicated that significant
savings of tax dollars could be achieved. Congress
and the affected civilian enpl oyees have been
notified according to normal procedures. The
civilian enpl oyees affected are receiving assistance
from Federal placenent prograns in obtaining
transfer or reassignment to other positions in the
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Depart ment of Defense or to other Federal agencies.
Cvilian enpl oyees affected al so have the right of
first refusal for enploynent openings on the
contract in positions for which they are qualified."

(c) Public announcenment of decision to retain a
function in-house. Wen a function remains in-house after a cost
conparison study, the follow ng statement may be used after
recei pt of CMC nessage indicating approval to inplenment the MEQ

"The Departnment of the Navy announced today that the
Marine Corps will continue to performvarious
support functions (or list names of functions) at
(name of installation) with Governnent personnel
Currently, there are (nunber) of mlitary personne
and (nunber) of civilian personnel perform ng the
function. The decision to retain the performance of
the function(s) in-house was nade after a detail ed
study indicated it was nmore cost effective to
continue to performthe function with Governnent
personnel than to convert to contract performance."

(4) Queries. Public Affairs officers should work
closely with the local CA officials and the command | abor
relations officer in responding to queries addressing the CA
programand in providing information to union officials,
installation personnel, local civic officials, and the | ocal news
nmedi a. The follow ng questions are typically asked after
announcing the intent to performa cost conparison study. These



guestions and answers are provi ded bel ow to assist in preparing
| ocal responses:

Question 1:

Answer

Question 2:

Answer

Question 3:

Answer

1

2:

3:

Wiy are these functions being considered
for contract performance?

It has been a policy of each adm nistration
since 1955 to require all Federa
departnents and agencies to rely on the
private enterprise systemto the maxi num
extent possible to provide the products and
servi ces the Government needs. The
Commercial Activities (CA) program which
determi nes the nost econonical nethod of
provi di ng the needed products and services,
is consistent with this policy.

VWhat other installations are subject to
cost conparison studies?

Most Marine Corps installations in the
United States, its territories and
possessi ons, and the Conmonweal t h of Puerto
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Ri co have functions that could be included
in the CA program

VWhat do these studies involve?

Cost conparison studies involve
identification of the cost of Governnent
performance and the solicitation of

bi ds/offers fromthe private sector for
functions under study. A Perfornmance Wrk
Statement (PW5), specifying the work
requirements, is developed for inclusion in
the solicitation. The Governnent’'s Mst
Effi cient Organization (MEO) is devel oped
based on the work requirenments specified in
the PW5. The MEO is used to deternine the
cost of performance by the CGovernnent and
becomes the basis for the Governnent’s bid
in the cost comparison. |f the cost
conparison reveals that the cost of
contractual performance is |ower than the
costs of continued Governnent perfornance
by a factor equal to or greater than ten
percent of the Governnent’s personne
costs, the function will be converted to
contract perfornmance.



Question 4:

Answer 4:

Question 5:

Answer 5:

Question 6:

Answer 6:

Question 7:

Answer 7:

Question 8:

Answer 8:

Question 9:

Answer 9:

Question 10:

When will studies start?

Studies for nost functions will begin
shortly after announcenent.

Who will conduct the studies?

Studies will be conducted primarily by
Mari ne Corps’ personnel at each
installation.

W1l an environnmental inpact statenment be
conducted prior to conversion?

The Marine Corps will conmply with al
current regul ati ons concerning
envi ronnent al inpact requirenents.

W1l enpl oyees and unions at various
activities be notified of studies?

Yes.

VWhat inpact will this study have on the
current enployees in the function(s) if the
decision is to award a contract?
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Cvilian enpl oyees that may be affected if
conversion to contract performance is
approved will receive assistance from
Federal placenent programs. These prograns
i nclude relocation or reassignnment to other
positions in the Departnent of Defense or
ot her Federal agencies. Additionally, the
solicitation will include a provision
requiring the contractor to give displaced
civilian enpl oyees the right of first
refusal for enpl oynent openings on the
contract for which they are qualified.

Is there a specific cost savings goal for
this project?

No. There are no preconceived goal s
establ i shed. Devel opnent of the MEO will
reflect the installation’s best efforts to
devel op the nost efficient and effective
organi zation to performthe required work.

How many USMC wi de j obs are being revi ewed
under the CA Progranf



Answer 10: (Refer to CMC (PAM)
CA Program policy questions relating to these announcenents
shoul d be referred to CMC (MPC-46). Public Affairs policy
guestions should be referred to CMC (PAM .

11. Freedomof Information Act (FO A) Requests

a. The confidentiality of the in-house cost estinate shal
be maintained until the tentative results of the cost conparison
anal ysis are announced. This is necessary to ensure the
conpetitiveness of the CA process. Release of information on
functions under CA study should be coordinated with the
installation’s | egal counsel to ensure proper interpretation
Normal |y, determnations regarding the treatment of information
relevant to a cost study will be made jointly by the CA Program
manager, functional manager, contracting officer responsible for
issuing the solicitation, and the installation’s | egal counsel

b. Such requests often do not refer to a cost study or a
speci fic procurement action or even nention the CA program
Typically, requests may be for release of the installations Table
of Organization (T/0O), conmmand operating budget, or other
i nformati on that woul d reveal the organization structure,
staffing, or projected costs of a function undergoi ng or
schedul ed for cost study. All requests for information that may
be relevant to a CA cost study, even though the information is
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received in a nonprocurement context, must be carefully revi ewed

for possible inplication with current or future in-house cost
estimates and treated as a request for procurenent information

c. Installations initiating CA cost studies should identify
nonr el easabl e information and its sources at the begi nning of the
study process. This will preclude premature rel ease of

i nformati on that shoul d have been protected or arbitrary deni al
of information that is releasable.

d. The premature disclosure of Government-generated advance
procurenment information could significantly harmthe Governnent’s
conpetitive position. Such information is normally considered
exenpt from di scl osure under exenption (5) of the FOA 5 USC
552(b) (5) (reference (q) refers). Exenption 5 of reference (Qq)
may al so apply to cost study information that is prelimnary in
nature when premature disclosure would interfere with the cost
conpari son process.

e. Information that could disclose calculation of in-house
costs and which normally would not be rel eased until announcenent
of the tentative decision includes the foll ow ng:

(1) The in-house cost estimate.



(2) The managenent study that forned the basis for the
MEO used for devel opnent of the in-house cost estimate.

(3) The proposed Table of Organization (T/O for the
MEO.

(4) Budget data for the activity that reflects the
proj ected operating costs or personnel resources.

f. Information that nmay disclose the in-house cost estinate
and may not be released in certain situations includes the
fol | ow ng:

(1) Prelimnary managenent studies, nanpower surveys, or
ot her managenent actions that were used to devel op the MEQO

(2) Proposed personnel actions, changes to operating
procedures, budget adjustments, or other changes in the
installation’s operation that may di scl ose the cost of operation
under the MEQO

g. Information that normally should not be withheld from
the potential contractors or other interested parties includes
the foll ow ng:

(1) Information on past, current, and projected
functions and work | oads that is necessary for a private bidder or
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of feror to adequately prepare a bid or offer based on the PWS
contained in the solicitation.

(2) Current authorized or obsolete T/Os, and staffing
dat a.

(3) Information that has been wi dely di sseni nated on the
installation, published by the Marine Corps, and reported to
Congress, or otherw se, which could be obtained easily w thout an
of ficial request.

(4) Information that is compiled and published on Marine
Cor ps-wi de performance of CA's and prior year budget execution
reports or other reports on resource consunption

h. Information identified as being potentially exenpt will
be marked "For Oficial Use Only (FOUO " and treated accordingly.

i. FOA requests for "FOUO' marked documents or ot her
information that is determined to be exenpt should be referred to
the appropriate Denial Authority in the chain of comrand in
accordance with reference (r).



12. Sinplified Cost Conparison Analvses for CA's involving 11-
45 civilian positions

a. CA's may be directly converted to contract when the
following criteria can be net:

(1) The CAis currently perfornmed by 11-45 civilian
per sonnel

(2) The CA has been reviewed and approved for cost
st udy.

(3) Adequate conpetition is available. This criterion
can be verified by an informal market survey.

(4) Direct conversion is cost effective as determnined by
an informal cost comnparison

(5) Direct conversion would nake sense from a managenent
or performance standpoint.

(6) In-house cost estimate is based upon a conpl et ed
anal ysis of the nost efficient and cost-effective organi zati on

b. Appendix D of enclosure (6) provides the format to be
utilized in submtting direct conversion requests to CMC ( MPC-
46). RCS DD-4860-12 has been assigned to this reporting
requi rement. | n-house personnel costs shall be estimated on the
basis of civilian performance. The conparison shall include al
cost elements required by reference (b) for a full CA conparison
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for both in-house and contract cost estimates. Estimated
contractor costs should be based on past history of simlar
contracts at nearby installations or on the contracting officer’s
best estimate of what would constitute a fair and reasonabl e

pri ce.

c. The request for direct award approval mnust include:

(1) Certification fromthe installation comrander
stating that an analysis of the nost efficient and cost-effective
organi zati on has been conpl eted and that the in-house cost
estimte was based on that anal ysis.

(2) Methodology utilized in determ ning each el ement of
cost and documentation to satisfy availability of adequate
conpetition.

(3) Information on actions taken and plans to naxin ze
pl acenent opportunities for affected civilian enployees. |nclude
t he nunbers of permanent and tenporary enpl oyees affected, the



nunbers of enpl oyees expected to be placed in other Governnent
j obs, and the nunber of enpl oyees expected to be enployed by the
contractor.

d. A full cost conparison shall be performed when a
sinplified cost conparison fails to clearly support direct
conversion to contract.

e. In no case shall any CA involving nore than 45 DoD
civilian enpl oyees be nodified, reorganized, divided, or in any
way changed for the purpose of circunventing the requirenent to
performa full cost conparison.

13. Sinplified Cost Conparison analvses for CA's involving 10 or
| ess civilian positions

a. Installation commanders are authorized to directly
convert an in-house CA to contract performance wthout a
sinplified cost conparison if the following criteria can be net:

(1) The CA involves less than 11 civilian enpl oyees.

(2) The installation conmander provides a certification
that all affected civilian enployees will be offered jobs at that
installation, or within the |ocal area, commensurate with their
current skills and pay grades. (The word "comrensurate" has been
interpreted to nean equal pay scal es and grade | evels.)

(3) If no such vacancies exist, the enployees will be
of fered retraining opportunities for existing or projected
vacancies at that installation or within the local area. The
enpl oyees potential right-of-first refusal with civilian
contractors does not satisfy this requirenent.
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b. \When the decision has been nade to directly convert a
function to contract perfornance, the certification of the
installation commander required by paragraph 13a(2) above and a
brief sunmary of actions taken shall be forwarded to CMC ( MPC-
46) .

c. A detailed record of enployee action should be
mai ntai ned at the installation.

d. If the requirements of paragraph 13a above cannot be
met, a sinplified cost conparison analysis is required before an
i n-house CA involving less than 11 civilians nmay be converted to
contract performance. Functions proposed for direct conversion
must neet the following criteria:

(1) CAis currently performed by 10 or fewer civilian
per sonnel



(2) CA has been reviewed and approved for cost study.

(3) Adequate conpetition is available. This criterion
can be verified by an informal market survey.

(4) Direct conversion is cost effective as deternined by
an informal cost conparison.

(5) Direct conversion would nake sense from a nmanagenent
or performance standpoint.

e. Appendix E of enclosure (6) provides the format to be
utilized in submtting direct conversion requesfs to CMC ( MPC-
46). RCS DD-4860-11 has been assigned to this reporting
requi rement. | n-house personnel costs shall be estimated on the
basis of civilian performance. Generally, estinmated in-house
costs woul d not include overhead costs. Simlarly, estimted
contractor costs woul d not include contract administration, one-
time conversion costs, or other contract price add-ons associ ated
with formal cost conparisons. However, if it is determ ned that
t hese costs should be included in the cost estimate, a detailed
justification nmust be provided with the conmand’ s request for
direct conversion approval. Estimated contractor costs should be
based on past history of similar contracts at nearby
installations or on the contracting officer’s best estinmte of
what woul d constitute a fair and reasonable price. The command’ s
request nust al so include the docunentation specified in
par agraphs 13d(2) and (3) above.

14. Mlitary Personnel CA's. Commercial activities perforned
exclusively by nilitary personnel may be converted to contract
wi t hout a cost comparison, when adequate conpetition is avail able
and reasonabl e prices can be obtained fromqualified conmerci al
sources. Only those functions that have previously been approved
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for study through the review process may be considered for direct
award. The intent to convert an all mlitary function to
contract operation rmust be conveyed to CMC ( MPC-46).

15. Cost Conparison Process

a. GCenera

(1) If performance of a CA by DoD personnel cannot be
justified under national defense, nonavailability of conmerci al
sources, inherently Governmental, or patient care criteria; and a
sinplified cost conparison analysis is not feasible, then a ful
cost conparison study shall be conducted in accordance with
encl osures (8) through (10) of this Oder. The conclusion that a
CA does not require in-house performance reflects a nanagenent
deci sion that the work need not be acconplished by mlitary
personnel. Therefore, all direct personnel costs shall be



estimated on the basis of civilian perfornance.

(2) CMC (MPC-46) will coordinate and provide
aut horization to conduct cost conparison anal yses. Conmands will
not initiate cost conparison analysis actions, unti
aut hori zation is received and | ocal announcenents have been nade.
Speci fically, commands cannot:

(a) Prepare a perfornmance work statenent (PW5) for
the specific CA to be studied. However, standard gui deline
PWs's, not related specifically to the CAto be studied, nmay be
devel oped or revi ewed.

(b) Conduct nanagenent studi es and manpower surveys
whi ch are solely conducted to certify the nost efficient
organi zation (MEOQ for in-house performance.

(c) Devel op cost data required by encl osures (10)
and (11) for the CA to be studied. However, cost data pertaining
to the conmand as a whol e, but not to any specific CA nmay be
devel oped, such as general and adm nistrative overhead rates and
ot her standard cost factors.

(d) Solicit bids and proposals from private,
conmer ci al sources. However, the availability of satisfactory
conmer ci al sources may be assessed for planning and schedul i ng
pur poses.

b. Performance Wrk Statenent (PWS)

(1) Preparation of the PW5 is critical since it is the
basis for the cost conparison. Both Marine Corps and commerci al
cost estimates nust be based on the same PWS and the sane | eve
of performance. This requires preparation of a sufficiently
precise PW5 with performance standards that can be nonitored for
ei ther node of operation. The PW5 shoul d describe what is to be
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done without prescribing howit is to be done. The PW5 nust
clearly state the Governnment’s requirenents. It should describe
the output requirements of the operation and shoul d include the
requirements for facilities, equipnent, and materi al

(2) The PW5 and its Quality Assurance (QA) Plan shall be
prepared in accordance with enclosure (8) for full cost
conparisons, sinplified cost conparisons, and direct conversions.
Rat her than devel oping a PW5 from scratch, conmands shoul d
expl ore the exi stence of prototype PWs's or PWS's in place at
other installations. There are over 300 prototype PWS' s and 550
CA studies avail able through the Defense Logistics Studies
I nformati on Exchange (DLSIE). Conmands are encouraged to
contact DLSIE at AV 687-4546 or commercial (804)734-4546 or wite
to: USA Logistics Managenent Coll ege, Attn: DLSIE, Building T-



12112, Fort Lee, VA 23801-6048. Conversely, after conpletion of
a CA study, commands are encouraged to provide DLSIE with a copy
of all study docunentation so that other comands and services
may benefit.

(3) Enpl oyees and their bargaining unit representatives
shoul d be encouraged to participate in preparing and revi ew ng
the PWs. (Paragraph 20 of this Order further discusses the
conmand’ s responsibilities for involvenent of the enployees and
their representatives.)

(4) The devel opnent of a quality PWs and QA plan is the
result of a teameffort. The efforts of representatives fromthe
functional, contracting, and CA offices are essential to the
devel opnent of a quality PW&.

(5) In devel opi ng the PW5, special consideration should
be given to the foll ow ng:

(a) Governnent-Omned Facilities, Equipnent, and Rea
Property

1 For the purpose of this Order, Governnment
property is defined in accordance with FAR Part 45 (reference

(d))-

2 According to the general policy set forth in
the FAR the CGovernnent will offer or not offer existing
Government property to a contractor dependi ng on which
alternative is in the Governnent’s best interest. Nornally,
of fering existing Government property to a contractor is in the
Government’s best interest as the nmpbst econonical and conpetitive
alternative. The decision not to offer existing Governnent
property will be based on a conprehensive, docunented anal ysis of
the costs and benefits of offering or not offering the property.
Thi s anal ysis shall not give advant age/ di sadvantage to either in-
house or contract conpetitors and nust be forwarded to CMC ( MPC-
46) for approval.
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3 CGovernnent property will be offered in its
present condition. No additional costs will be incurred solely
to inprove the condition of equi pment for contractor acceptance.
The contractor will normally provide mai ntenance for Governnent -
furnished facilities and equi pnent. Replacenment of equi prment
during the contract period will be determned by the contracting
officer in conjunction with the Headquarters Marine Corps
structure sponsor.

4 M nor equipnent itens (acquisition cost of
| ess than $5,000) on hand will be offered to take advantage of
the Government’s investment in such equi pment. Replacenments will
be made by the contractor.



5 The managenent of the Government property
offered to the contractor shall also be in conpliance with the
FAR, Part 45 (reference (d)).

(b) Supplies and Materials. The contractor will
normally be required to provide the supplies and materials
necessary to performthe work described in the PAS8. The policy
regardi ng contractor use of Governnent supply sources is set
forth in FAR 51.101 (reference (d)).

(c) Contingency Plan. |If a CA provides critical or
sensitive services, the PWs nmust include sufficient data for the
i n-house organi zati on and comercial sources to prepare a plan
for expansion in emergency situations.

(d) Wage Rates. CA contracts may require the
application of the Service Contract Act (SCA) of 1965 (41 U.S.C
351-357) or the Davis-Bacon Act (DBA) (40 U S.C. 276a - 276a-7)
wage rates.

1 Service Contract Act

a Contracts subject to the SCA require wage
determ nations for specific job classifications fromthe
Departnment of Labor (DOL). The contracting officer will request
a wage determ nation from DOL no earlier than 120 cal endar days,
and no later than 60 cal endar days, before the solicitation
rel ease date. When a delay of 60 or nmore cal endar days occurs in
the solicitation process, the contracting officer will request an
updat ed wage determ nation from DCOL.

b Installation support services such as
bui | di ng mai nt enance, grounds mai nt enance, pl ant operations,
custodi al services, and snow renoval are subject to the SCA
When the service call or work order is clearly for maintenance
work, the SCA will apply regardl ess of the dollar val ue.
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2 Davis Bacon Act

a Davis Bacon Act wage rates are generally
associated with construction projects which are not normally
included in CA studies. However, requirenents in a contract
(subject to SCA) calling for construction, alteration
renovati on, and painting perforned in response to a service cal
or work order in excess of $2,000 are subject to the DBA.

b When the service call or work order is
clearly for construction, alteration, renovation or painting and
the work order is for nore than $2,000, the DBA will apple.



(e) Security Requirements. Wen a CA requires
access to classified information, the classified materials
officer at the installation will participate in the acquisition
process. The-commrercial source shall be processed for a facility
security clearance under the Defense Industrial Security Program
in accordance with reference (s). However, if no bona fide
requi renent for access to classified infornmation exists, no
action shall be taken to obtain security clearance for the
conmer ci al source. Enployees of comercial sources who do not
require access to classified infornmation for work perfornmance,
but require entry into restricted areas of the installation, may
be aut horized unescorted entry only when the provisions of
reference (t) are net.

(f) ILnterservice Support Agreenments. Activities
that provide interservice support to other DoD conponents or
Federal agencies through interservice support agreenments or other
arrangenents, shall ensure that the PWS5 includes this workl oad
and is coordinated with all affected components and agenci es.

(g) Relationship of the PW5 and the Managenent
Study. Developnment of the PWs and QA plan is normally
acconplished in conjunction with the managenment study (paragraph
15c. below refers). The job analysis, required by enclosure (8),
is conducted in the devel opment of the PWs and in the initial
stages of the managenent study. This ensures that the managenent
study determnes the nost efficient organization based on the
out puts, standards, and managenent flexibility, and not on the
exi sting methods and procedures.

(h) Review of PW5 bv Headquarters sponsors. After
the initial review of the PWs by the contracting authority and
i ncorporation of applicable coments/recomendations, the PW5
shall be forwarded to the appropriate structure sponsor at
Headquarters Marine Corps. This action should be acconplished in
conjunction with the final review of the PWs by the contracting
authority and prior to contractibility certification
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(i) Transition Assistance. CA solicitations wll
clearly state that CGovernnent personnel assistance will not be
provided to contractors in transition fromin-house to contract
performance after contract start date and that contractors will
be expected to neet full performance requirenents fromthe first
day of the contract. The solicitation shall also state that tine
will be nade avail able for contractor indoctrination prior to
contract start date. |If Government personnel assistance after
contract start date is considered warranted, a request mnust be
submitted to CMC (MPC-46) for approval prior to issuing the
solicitation. The request must provide: (1) detailed
justification to support the requirenent; (2) proposed transition
pl an; and (3) costs which would be included in the cost




conparison if the request is approved.

(j) Bid, Perfornmance, and Paynent Bonds and
| nsurance Requirenents. FAR Part 28.103-1 states that "agencies
shall not require performance and paynent bonds for other than
construction contracts". FAR Part 28.103-2 pernits the use of
bonds if "Government property or funds are to be provided to the
contractor for use in performng the contract." Unnecessary and
excessi ve use of such instrunents, however, may reduce
conpetition, limt small contractor’s ability to offer on
procurenments, and increase contractor cost in CA cost
conparisons. These factors result in higher costs to the
Gover nrent . The following criteria is provided for use of bond
and/ or insurance requirenents in CA solicitations.

1 Bonds. Cenerally, activities will not require
bi d, performance, and payment bonds.

2 Insurance. Firmfixed priced solicitations
whi ch require performance of work on a Governnent installation
or where Governnent property is involved, will specify mnimm
i nsurance coverage as required by state and |l ocal [aws or by FAR
28. 306, whichever necessitates a higher coverage. Requirenents
for performance and paynment bonds, or insurance coverage
exceedi ng m ni mum i nsurance requi renents may be necessary in
certain situations. Conmands should consult with the appropriate
contracting officer to eval uate bondi ng and/ or insurance
requirenents. |If bonds and/or increased insurance requirenents
are considered warranted, a request nust be subnmitted to CMC
(MPC-46) for approval. The request shall provide detailed
justification, include specific reference to FAR requirenents,
and shall be sent via the contracting officer for the
solicitation.

c. Mnagenent Study

(1) Requirenents

(a) A managenent study, perforned in accordance with
encl osure (9), is mandatory for all CA cost studies, except for
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sinplified cost comparisons involving 10 or fewer civilians or
direct conversion of an all mlitary function

(b) The managerent study is perforned to analyze the
nmet hod of operation necessary to establish the MEO needed to
acconplish the requirements in the PWs. The managenent study and
devel opnent of the PW5 are normally performed concurrently. A
job anal ysis, as described in enclosure (8), is conducted as the
first step in devel oping or adapting the PW5s. Devel opnent of the
PWs must be integrated with the initial stages of the managenent
study to ensure that the outputs and standards of the managenent



study and the PWS are identical

(c) Devel oprment of the MEOis a crucial step in the
cost conparison process. The managenent study identifies
essential functions to be perfornmed, and deterni nes perfornmance
factors, organization structure, staffing requirenents, and
operating procedures for the nost efficient in-house perfornmance
of the CA

(d) The MEO becones the basis for the Governnent’s
estimate for the cost conparison with potential contractors.

(e) The managerent study, ideally, is a teameffort
which utilizes the talents of individuals with expertise in
management anal ysis, staffing, position classification, work
nmeasur enent, val ue engi neering, industrial engineering, cost
anal ysis, contracting, and the technical aspects of the
functional area under study. The objective of the nmanagenent
study teamis to find new, innovative, and creative ways to
provide the required products or services in a cost effective
manner .

(f) EBarly in the managenent study process, comands
will solicit the views of the enployees and their representatives
for recomendati ons about the MEO or ways to inprove-the nethod
of operation.

(g) The Capital Investment Prograns nmy be avail able
to make the function nmore productive. Assessnent of the
opportunities for application of the Capital |nvestment Program
shoul d be made early in the nanagenment study process since these
programs often require long lead times. References (u) and (v)
provi de gui dance for subm ssion of projects for funding under
this Program

(h) Use of other productivity inprovenment
initiatives such as gai nsharing, the Beneficial Suggestion
Program and the Efficiency Review Program should al so be
expl or ed.

(i) The MEO nust reflect only approved resources
(facilities, equipnent, and personnel).
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(2) Managenent Study Principles

(a) The managenent study nust reflect the best
efforts of the activity to inprove the operations of the area
under cost conparison. Primary enphasis should be on defining
what nmust be done and the best way to do it. The best way to
acconplish the essential mssion may involve changi ng procedures,
revising paper flow, restructuring the organization, reconfigur-
ing facilities, making equi pnment changes, elininating or



downgr adi ng positions, or using other techniques to provide the
sane quantity and quality of service with the smallest possible
consunpti on of resources.

(b) The MEO may include a recomendati on to reduce
staffing requirenents by consolidating organi zations, activities,
or functions; elimnating redundant or unnecessary supervVision
functions, and tasks; reducing clerical and other support
positions; increasing the span of control; and elimnating
nonessential positions. |[|f the nmanagenent study recommends a
reduction in staffing, support areas should al so be investigated
for the possibility of reduced requirenents.

(c) Consideration must be given to the use of
mul tiskilled positions to fully utilize enployees; the best nix
of work schedul es for accomplishing the workload, (full-tine,
part-tinme, and intermttent); and the use of overtine
(unschedul ed, seasonal, or peak workl oad).

(d) The individuals designated to performthe
management study should be given freedomto be innovative and
creative and to develop a new organi zati on that neets the
quantity and quality standards of the PW5 except for areas
covered by law. Senior managenent may inpose restrictions after
eval uating the original concept.

(3) Study Methods. Specific techniques used in
managenment studi es can range the entire spectrum of work
nmeasur enent, val ue engi neering, methods inprovenent, organization
anal ysis, position managenent, and systens and procedures
anal ysis. The techniques chosen will depend on the type of
function involved and the data, time, and anal ysis avail abl e.
Sone of the techniques are outlined bel ow, however, details on
appl yi ng the techni ques may be obtai ned from many managenent
t ext books and training courses.

(a) Analysis Techniques. There are severa
speci al i zed anal ysi s techni ques which can identify problem areas,
duplication of effort, layering of supervision, |ost notion, need
for delegation, inefficient methods, etc. These techniques
i nclude flow process charting, |ayout analysis, systems and
procedures anal yses, process neasurenent anal ysis, work
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distribution analysis, linear responsibility charting, functiona
nodel s, and program eval uati on revi ew techni ques (PERT).

(b) Operational Audit. Operational audit nmay be
used when there is insufficient tine or expertise available for
nore precise techniques. The operational audit requires inforned
obj ective judgments by anal ysts and functional personnel
Staffing by operational audit may al so i nclude directed positions




required by law and regul ation. The basis or reasoning used for
the operational audit should be described in the nanagenent
st udy.

(c) Statistical Techniques. Statistical techniques
general ly use historical data to generate workload and staffing
projections. They are useful where historical workload and staff
hour data are avail able or can be devel oped. Statistica
techni ques offer rapid coverage and accurate workl oad and
staffing projections. These data can provide a useful base from
whi ch to conpare the savings of new ways of doing the job.

(4) Performance Indicators. Performance indicators
requi red for devel opi ng the in-house organi zati on shoul d be
established at the same time the performance indicators for the
PWs are devel oped. This ensures that there are no di screpancies
or om ssions that inflate or deflate the in-house organi zation
for the required outputs. The npost direct way of eval uating
performance is to count output units and conpare themto sone
pre-determined requi rement. Resource requirenents can be
predi cted by applyi ng manpower standards, if available, to
projected workl oad. In sone cases, obtaining output information
that can easily be counted is difficult; however, indicators of
performance can usually be devised. Wen quantitative neasures
are infeasible, other measures, such as effectiveness or quality,
can be used. The following indicators are generally useful in CA
management studies:

(a) Quantitative. This indicator measures work
actually perforned. Exanples include: nunbers of w ndows
repaired, job orders conpleted, itens issued, rifles rebored, and
i nes typed.

(b) Qualitative. This indicator nmeasures how well
output units are produced. Exanples include: itemreject rates,
nunber of custoner conplaints, and accidents per nile

(c) Tineliness. This indicator nmeasures the average
el apsed tinme to conplete a work unit conpared to a requirenent.
Exanpl es include: response time, average tinme to make supply
i ssue, and average tine between subm ssion of a work request and
conpl eti on of work.

(d) Effectiveness. This indicator nmeasures m ssion
performance. Exanples include: percent of itens inoperable
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because of nonavailability of repair parts, equipnment deadline
rates, and pest infestation rate.

(e) Total cost. This indicator indirectly neasures
performance that applies when no clear quantitative neasure
exi sts or when a major managerial responsibility is to control



the cost of perfornmance.

(5) Managenent Study Docunentation

(a) The managenent study is a maj or nanagenent
anal ytical evaluation of an organization to determine if the job
can be acconplished in a nore econom cal nanner. The prinary
product of the nmanagenent study is the MEO. Enclosure (9)
provides the format for the managenent study report. The
managenent study report and the MEO should be in sufficient
detail to clearly docunent the scope of the study efforts, the
findi ngs and reconmendati ons, and record the new Gover nnent
organi zation. The study office should retain all docunentation
required to backup the report.

(b) The managerent study will be marked "For
Oficial Use Only - Protective Marking Cancell ed Upon
Announcerrent of Initial Decision or Cancellation of Cost Study."
If essential information in the management study is classified,
the classified material will be included in a separate classified
appendi Xx.

(c) The installation comrmander nust approve the
managenment study and certify the efficient and cost effectiveness
of the in-house organi zati on devel oped to be used as the basis
for the in-house cost estimate. This certification will be part
of the management study docunentation and the in-house cost
esti mat e.

(6) lnplenentation. Once a decision is reached to
retain a CA as an in-house operation, installation conmanders
will ensure that:

(a) The in-house work force conplies with the
management study, including the MEO

(b) The work and m ssion requirements perforned by
the in-house workforce are in accordance with the PWs

(c) The function is performed within the cost |evels
established in the in-house cost estinmate.

(d) The in-house work force inplenents |evels of
performance and QA measures to insure conpliance with the
standards contained in the PW5.
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(e) After the final decision has been reached and
Headquarters approval to cancel the solicitation has been
recei ved, inplenentation of-the MEOwi Il be initiated within one
nmont h and conpl eted within 6 nonths.



(f) Changes in workload or mission that would alter
the PW5 requirenments or in-house cost estimate will be docunented
and retained with the other study docunents. These changes nust
be docunented to support deviation fromthe initial study.

d. In-house Cost Rstimate. The in-house cost estinate
shal | be based on the npost efficient and cost effective in-house
organi zati on needed to acconplish the requirenents of the PWs
Cost conparisons shall include all significant costs of both
Government and contractor performance. Enclosure (10) contains
i nstructions for devel oping the in-house cost estinmte and
encl osure (11) provides current change nmenoranduns to OVB
Circular A-76. The followi ng procedures provide detail ed
instructions for Marine Corps activities to supplenent the basic
QWB gui dance. These procedures are intended to establish a
practical |evel of consistency and uniformty to assure al
rel evant factors are consi dered when devel opi ng t he cost
conpari sons. These procedures contain suppl emental cost
conpari son gui dance issued by the Secretary of Defense and the
Secretary of the Navy.

(1) Standard Cost Factors. Standard cost factors
prescribed in enclosure (10) and issued by the Marine Corps are
to be used in the cost conparison analysis. These standard
factors are periodically updated by letter or nessage. Enclosure
(11) provides the current factors to OMB G rcul ar A-76.

Devi ation from prescribed factors is only pernmitted under certain
circunmstances. Any deviation will be fully docunmented and

requi res advance approval by CMC (MPC-46). Standard factors are
provi ded for the foll ow ng:

(a) Gvilian and mlitary fringe benefits.
(b) Severance pay.
(c) Asset useful life and di sposal val ues.

(d) Source of supply markup rates for materials and
suppl i es.

(e) Material transportation costs.
(f) Packing, crating, and handling (PCH) costs.
(g) Inflation.

(h) Estimating acquisition cost of assets.
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(i) Federal income tax rates.

(j) Average pay step for GS and WG pay grades.



(k) Contract administration staffing.

(2) Cost Conparison Format (CCF). Activities shal
utilize one of the two cost conparison fornats shown in
Illustration 1-1 or 5-1 of enclosure (10). Each cost conparison
formshall include the follow ng statement signed by the
i nstallation comuander:

"MEO CERTI FI CATI ON

| certify, in conpliance with 10 U. S. C. 2461(b) and
(d) that the total in-house performance cost is
based on an estinmate of the nobst efficient and cost
ef fective organization for performance of the
function.

(3) Commobn Costs. Cost comparisons will include al
significant costs of both Government and contract performance.
However, conmon (wash) costs that would continue to exist,
regardl ess of the nethod of operation, are excluded fromthe cost
conparison. These costs include Governnent-furni shed supplies,
equi prent, facilities, and certain services such as utilities,
mai nt enance support, etc., that will be provided under both in-
house and contract operation. Comon costs need not be conputed,
but rmust be identified and included in the cost conparison
document ati on.

(4) Standby Costs. Standby costs are costs incurred for
t he upkeep of property in a standby status. Such costs neither
add to the value of the property nor prolong its useful life, but
keep it in efficient operating condition or available for future
use. Wen an in-house activity is termnated in favor of
contract performance and the activity elects to hold Government
equi prent and facilities on standby solely to nmaintain
performance capacity, this is a managenment decision, and such
standby costs shall not be charged to the cost of contracting.

(5) Costing Docunentation. Documentation shall be
retained to support the cost analysis and estinmates for each line
of the cost conparison format. This docunentation rmust support
tracking of conputations fromstart to finish without further
explanation. At a mninmm the docunentation for each |ine shal
i ncl ude the foll ow ng:

(a) Methodol ogy for conputing the estimted cost.
(b) Data sources.
(c) Any exclusions and associ ated rational e.
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(d) Identification of individual conponents included



in the total cost el enent.

(6) Devel oping the Cost of Governnent (In-house)
Performance. |n-house cost estimates will be based on the nost
current, relevant data that can be obtained. The inportance of
using current and accurate 9osts cannot be overenphasi zed since
the cost of future years perf ormance will be projected fromthis
data. (Note: Inclusion of various elenments of cost require CMC
approval. The information that nust be forwarded to CMC to
support the request for a waiver nmay be procurenent sensitive.
Thi s docunentation shoul d be marked "PROCUREMENT SENSI Tl VE -
FQUO' and shoul d be doubl e wapped.)

(7) Lnflation

(a) In-house cost elements will be inflated through
the first period of performance and outyear periods using the
inflation factors published by CMC (MPC-46) annually. The
inflation factors provided by CMC are the only acceptable rates
for this purpose.

(b) Depreciation, nonrecurring costs, and mi nor
equi prent costs are not subject to outyear inflation
Adj ustnents nmust be made to costs entered for specifically
attributable costs (line 3), overhead (line 4), and additiona
costs (line 5) to exclude these costs before applying inflation
factors to-outyear periods.

(c) Inflation factors for the second and subsequent
performance periods shall not be applied to those portions of the
i n-house cost estinmate which are conparable with those portions
of the contractor’s estimate subject to economnmic price adjustnment
cl auses such as the Service Contract Act. The contracting
of ficer should be able to advise the activity when the econonic
price adjustment clause applies.

(d) Mandated changes to inflation factors occurring
after the independent review, but before bid opening or the
closing date for receipt of best and final offers, will require
the cost conparison to be revised. Copies of the adjustnents and
the rationale for the adjustments shall be forwarded to the
activity that perforned the independent review. Recertification
of the cost conparison is normally not required.

(8) Cost Comparison Period. Cost conparisons are
generally based on a three to five year estinmate. However, the

cost conparison period nmust match the period of the contract plus
the option periods as reflected in the solicitation.
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(9) Personnel Costs - Line 1



(a) This line includes personnel costs for
acconplishing the requirenents specified in the PWs for the
function(s) under cost conparison. It includes salaries, wages,
fringe benefits, and other entitlenents. Personnel costs,
including civilian grades and series, are based on the work
described in the PW5 and the MEO rather than on the current
organi zational structure

(b) Mlitary billets in the function under study
shall be converted to civilian positions for cost conparison
purposes. Fornmal classification of all proposed positions is not
requi red; however, active participation of personne
classification specialists in the devel opnent of MEO civilian
grade assessnents is required. The process should establish a
reasonabl e basis for the grade levels that are used for the
Government’s estimte of the costs of civilian positions required
to i npl emrent the MEO

(c) Productive work hours reflected in the
management study rmust be converted to full-tinme equivalents
(FTE's). For full-tinme and part-time positions, total hours
required are estimated by skill and divided by 1,744 annua
avai |l abl e hours to determine the nunmber of positions required.
For intermttent positions to be expressed in FTE' s, total hours
required are estimated by skill and divided by 2,015 annua
avai |l abl e hours to determine the number of positions required.
When a met hod ot her than productive hours is used to determ ne
manpower requirements (i.e., manpower standards, staffing guides,
wor k nmeasurenent, etc.), the nethod used shall be docunented in
t he management st udy.

(d) When PWS requirenents vary for the various
performance periods, the MEO nust be devel oped for each
per f or mance peri od.

(e) If career-ladder positions are identified in the
MEO, the mid-level grade shall be used as the basis for
estimating the cost of the position.

(f) Personnel costs will be based on current genera
schedul e (GS) and wage board (WB) rates in effect at the time of
bid opening (for formal advertising) or closing date for receipt
of best and final offers (for negotiated procurenents).

(g) Standard fringe benefit factors for permanent
Federal enpl oyees shall be used as prescribed in enclosure (10).
Only the nedicare rate will be applied to wages and sal ari es of
temporary/intermttent enployees not covered by either the G vi
Service Retirement System (CSRS) or the Federal Enployees
Retirenment System (FERS).
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(h) The authority to make and to extend tenporary
limted appoi ntnents should not be interpreted as approval for
costing the MEO positions as tenporaries when the work descri bed
inthe PWS is not of a tenmporary nature. Wrk of a continuing
and recurring nature shall be costed as permanent positions even
t hough these positions are encunbered by tenporary personnel at
the tine the MEO and PW5 are devel oped.

(10) Material and Supplv Costs - Line 2. Material and
supply costs are incurred in each period of perfornmance for goods
such as raw nmaterials, parts, subassenblies, conponents, and
of fice supplies. Material and supply costs are cal culated only
if the material and supplies are used solely by the function and
are not provided to the contractor; otherw se, they are conmon
costs. Materials and supplies shall be costed in accordance wth
encl osures (10) and (11) of this Order

(11) O her Specificallv Attributable Costs - Line 3.
The following is applicable to cost elenments which are 100
percent attributable to the function under study.

(a) Depreciation. Depreciation is the nethod used
to spread the cost of tangible, capital assets (e.g., plant and
equi prent), |ess residual value, over an asset’s useful life.
Because | and has an unlinited life, it is not a depreciable
asset. To determine annual depreciation, the original cost plus
the cost of capital inmprovenents, if any, |less the residual val ue
shall be divided by the useful life as projected for the CA
study. Unless nore precise figures are available fromthe
property disposal officer or other know edgeable authority,
residual value is equal to the disposal values listed in Appendi X
C of enclosure (10). Assets costing less than $5,000 are
classified as minor itenms. Mnor itens are not depreciated but
are added to other costs as discussed in paragraph 15d(11) (qQ)
fol | owi ng.

(b) Rent. This cost is incurred for the use of non-
government assets (land, plant, machinery, etc.) by the function
under cost conparison. Only those rental costs not expected to
continue in the event of contractor performance are conputed.
When the actual rental charges are not avail able fromthe agency
providing the asset and a GSA-billed standard | evel user charge
(SLUC) is available, the SLUC charge should be used as the renta
cost. Rental costs are inflated for the outyears.

(c) Mintenance and Repair. This cost is incurred -
to keep building and equiprment in a normal operating condition
It does not include capital inprovenents which add value to an
asset and are accounted for under depreciation. Mintenance and
repair costs are computed for those assets that are not furnished
to the contractor but are needed for in-house performance for the
function under cost conparison. Miintenance and repair costs are
conputed for any facilities or equi pnent furnished to the
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contractor where the contractor woul d be responsible for
mai nt enance and repair costs. Mintenance and repair costs are
also inflated in the outyears.

(d) Uilities. This category includes charges for
fuel, electricity, telephone, water and sewage services, etc.
that would not continue in the event of contractor performance.
The anmount of these costs applicable to the function under cost
conparison is determined either on a netered or on an all ocated
basi s of consunption. These costs are prorated by a unit of
measure that varies directly with consunption, e.g., floor space,
type of facility, nunmber of tel ephones, etc. Estinmates of
i ncurred expenses for the first year of performance are based on
current experience appropriately adjusted for anticipated future
requi rements. Engineering estimtes are used when historica
data is not available. Al estimates will be appropriately
docunented with supporting details. Costs for utilities are
inflated for the outyears.

(e) Lnsurance. Operating any Governnent activity
i nvol ves risks and potential costs fromcasualty |osses (fire,
flood, etc.) and liability clainms. |Insurance normally covers
these risks in the private sector, but the Governnent is
primarily self-insured and nmust pay for each | oss incurred.
I nsurance costs are conmputed as foll ows:

1 Casualty | nsurance:

a Casualty |l osses are conputed by nmultiplying
. 0005 tines the net book value (original acquisition cost |ess
accunul at ed depreci ati on) of CGovernment equi prent, and the
average val ue (stockage level) of material and supplies.
Casualty losses for facilities and minor itens are 0.0005 tines
the estimated repl acement cost.

b I nsurance to be conputed on assets depends
on the requirements of the PWs. If the contractor is required to
provi de casualty insurance on all Government furnished assets,
i nsurance is conputed for all assets used by the function under
cost conparison, regardless of whether the assets are furnished
to the contractor. |If the contract does not require the
contractor to furnish casualty insurance, casualty insurance is
conputed on only those assets the function under cost conparison
uses whi ch woul d net be provided to the contractor

2 Liability Insurance. Liability |osses are
conputed by nultiplying 0.0007 tines the Governnent personnel -
related costs (line 1, Personnel Costs and the portion of
personnel cost in line 4 of the CCF). Liability insurance is
cal cul ated from previously inflated personnel -rel ated costs and
must not be inflated again.
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(f) Travel. This category covers the expected cost
of travel that would not continue in the event of contract
performance. This cost should be readily avail able from budget ed
anounts of per diemand transportation costs for the function
under cost conparison. Travel costs are inflated for the
outyears.

(g) Oher Costs. This category includes costs not
properly fitted to the other cost el enments and which woul d not
continue in the event of contract performance. Purchased
services used to augnent the current in-house work force which
are included in the PW5, but will not be used in a contract
perf ormance nmode, should be included in this cost element. Wen
t hese purchase services are long-termand contain | abor costs
subj ect to economic price adjustnment clauses, the applicable
| abor portion shall not be escal ated by outyear inflation
factors. Purchase services shall be offset for Federal incone
tax revenue by applying the appropriate rate in Appendi x D of
encl osure (10). The costs of contract adm nistration associ ated
wi th purchased services should also be identified and included in
this cost category. Additionally, the recurring cost of minor
items which are not inmediately consuned by the function being
cost conpared and not provided to the contractor are included in
this category. The cost of minor items for each performance
period is 10 percent of the total current replacenent cost of al
m nor items not provided to the contractor. The cost of m nor
items in the outyears is not inflated.

(12) Overhead Costs - Line 4. Overhead is captured into
two maj or categories: Operations Overhead and General and
Adm ni strative Overhead. Overhead costs shall be calculated as
outlined in enclosure (10). Only those costs that do not
continue in the event of contract performance are included.
Mlitary billets which provide overhead support to the function
under study shall be costed using the composite military rates.
The conposite standard military rates are published annually by
the Navy Conptroller in NAVCOWT Notice 7041. NAVCOWT Noti ce
7041 includes the rates for both Navy and Marine Corps nmilitary
per sonnel

(13) Additional Costs - Line 5. This cost category
enconpasses any in-house Governnment costs which are not
classified appropriately by the cost elements on lines 1-4 of the
CCF. This cost category should reflect those additional in-
house CGovernment costs resulting fromunusual or special
ci rcunmst ances whi ch may be encountered in particul ar cost
conparisons. The anmounts entered on line 5 nust be supported
with a definition of the type of costs incurred, a justification
for including these costs in the cost conparison, and an
expl anati on of the underlying assunptions. The expl anation
shoul d include the methods of conputation used to determ ne the
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cost and a detailed listing of the specific conponents or
el ements of cost which conprise the total anpunt reported on
line 5.

(14) Contract Administration - Line 8

(a) Table 3-1 of enclosure (10) establishes
contract adm nistration factors in terms of the nunber of FTE s
in the Most Efficient Organization. Lower contract
adnmini stration factors may be used, w thout higher headquarters
approval, if justified by terms of the Quality Assurance (@A)
pl ans.

(b) Commands desiring to use a factor which exceeds
the imts established by Table 3-1 of enclosure (10) nust subnit
a waiver. The contracting officer has a vested interest in the
staffing for admi nistration of the contract, therefore, the
request for a waiver shall be submitted to CMC (MPC-46) via the
contracting officer. |If the activity contracting officer will be
admi ni stering the contract, a statenent to that affect, which
i ndi cates revi ew and endorsenent, should be included in the
request to CMC

(c) Requests for a waiver, at a mininum shal
i ncl ude:

1 Narrative docunentation of the technica
conpl exity or geographi cal dispersion of the function under study
and the rationale for the additional personnel over those
aut hori zed by Table 3-1 of enclosure (10).

2 A staffing anal ysis which indicates the
princi pal tasks, their frequency, and the work-hours required
for their performance for each position in the contract
adnmi ni stration organization.

3 An organizational chart for the contract
admi ni stration organization required to nmonitor the contract
whi ch identifies each position by title and grade.

4 Percent of tinme devoted to contract
admi ni stration/quality assurance evaluation (QAE). If less than
100 percent, a brief discussion shall be provided docunmenting why
requi rements cannot be absorbed into existing positions.

(d) It is each installation commander’s
responsibility to ensure the optimal use of existing resources
for contract administration/quality assurance. In cases where
QAE requirements involve less than a full manyear of effort,
consi deration should be given first to assigning part-tine



responsibilities to a position authorized for other m ssion-
rel ated requirenents.
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(e) In the devel opnent of the QA plans, activities
shoul d ensure that full contract performance does not result in
the Governnent assum ng the-contractor’s responsibility for
quality control. The QA plan, to the nmaxi mum degree possi bl e,
shoul d rely upon random sanpling and simlar surveillance
techni ques to reduce the requirenent for additional personnel

(f) Sufficient tine should be built into mlestone
schedul es to accommodat e obtai ni ng required approvals by the
contracting officer and CMC.

(15) One-time Conversion Costs - Line 10. \When the
Government di sconti nues an in-house activity to obtain a
conmer ci al product or service by contract, there are usually one-
time in-house costs associated with the conversion. These
typi cal costs are discussed in the foll ow ng paragraphs.

(a) Material Related Costs. A conversion normally
results in certain itens of material becom ng excess or avail able
for transfer in-house or to the contractor. The follow ng cost
factors shall be used, unless nore precise costs are known, for
costs associated with disposal/transfer of excess Government
mat eri al .

Per cent age of Current

Repl acenent Costs
Packi ng, Crating & Handling (PCH) 3.5
Transportation 3.75

When excess material is transferred fromthe function under study
to anot her Governnent agency, the original material cost, |ess
the cost of disposal or transfer, will be entered. Since such
actions would only be undertaken when they would result in a net
benefit to the Governnent, the net gain should be entered as a
negative cost of contracting.

(b) Labor Rel ated Costs

1 CGeneral. A conversion normally results in
certain one-time | abor rel ated expenses such as severance pay,
rel ocation, and retraining expenses. Only those expenses that
can reasonably be expected to be paid out may be incl uded.
Term nal | eave costs, such as |unp sum paynment of accrued annua
| eave, and costs related to unenpl oynent conpensation will not be
i ncluded in the cost conparison

2 Severance Pay. Government experience
indicates that only a snmall fraction of the total nunber of




enpl oyees affected in conversion actions are actually separated
from Governnent service. Therefore, it would be inappropriate to
i ncl ude an ampbunt for severance pay that assunes every enpl oyee
eligible for severance pay woul d actually recei ve severance pay.
Past conversi on experience indicates that only 4 percent of the
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total nunmber of enpl oyees assigned to the function under study
are separated and recei ve severance pay. Based on this
separation rate and pay entitlement, a 2-percent severance pay
factor is applied to direct and overhead | abor basic pay. There
may be unusual circunstances, such as an isolated | ocation, that
warrant a waiver to the standard severance pay factor. The
reason for the deviation fromthis standard, the alternative
conput ati on, and documentation supporting the alternative nethod
shall be forwarded to CMC (MPC-46) for approval

3 Rel ocation Expenses. The nobst current data
avai l abl e indi cates that 20 percent of the enpl oyees at or above
GS-9 and 10 percent of the enpl oyees below GS-9 will relocate
(for wage grade enpl oyees substitute WG-10, W5-9, or WN-8 as
appropriate for GS-9). The "typical" relocation cost has been
determ ned to be $20,571 (1990 dollars) per enployee. Activities
seeking to vary fromthese factors nmust submit a waiver request
to CMC (MPC-46) for approval. The request shall indicate the
rati onal e for using higher costs/percentages, the anount of
rel ocation costs estimated, and docunentation to support
cal cul ati on of the costs.

4 Retraining Expenses. Experience indicates
very few actual occurrences where expenditures are incurred. |If
these costs are used in the cost conparison, care should be taken
to ensure that estimates are reasonable. Since nost retraining
woul d be conducted on the job, retraining expenses woul d not
normal ly be costed. Only the cost of formal training may be
i ncluded. Inclusion of any other cost for retraining wll
require approval from CMC (MPC-46). The request nust provide
docunent ati on supporting cal culation of costs and rationale to
support inclusion of these costs in the cost conparison

5 One-time Inventory Costs. Marine Corps
policy and good management practice dictate that inventories of
parts, materials, and equi pment should be reasonably current.
I ncl usi on of one-tine cost of inventories prior to turnover of
equi prent, parts, and materials to contractors nust be approved
by CMC (MPC-46). The request shall include: the rationale for
the kind of inventory planned; the approximte nunber of items to
be inventoried; date of the npbst recent inventory; the tota
wor k- hour s pl anned broken out by grade and average hourly wage;
t he amount of effort planned for performance during normal work
hours and the rationale for any planned use of overtine; and the
approxi mate total costs of conducting the inventory.




6 Oher Transition Costs. Except for the nost
unusual circunstances, Government personnel shall not be retained
beyond the contract start date to assist the contractor in
transition to full performance. This condition should be clearly
stated in the solicitation so that contractors are inforned that
they will be expected to neet full performance requirenents from
the first day of the contract. Wen circunstances require ful
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performarice on the contract start date, the solicitation shal
state that time will be nade avail able for contractor

i ndoctrination prior to the start date of the contract.

Gover nrent personnel assistance after the contract start date (to
assist in transition fromin-house performance to contract
performance) requires advance approval from CMC ( MPC- 46) .
Requests shall be submitted via the contracting officer

e. | ndependent Revi ew of Governnent Cost Estinmates

(1) In accordance with reference (a), the Naval Audit

Service will perform an independent review of the in-house cost
estimates for CA's involving 41 or nore Departnent of Navy (DON)
civilians and will also review all cost estinmates for conparison

i nvol ving | ess than 41 DON civilians when the function is deened
conpl ex by this Headquarters.

(2) Multifunction studies involving 10 or fewer
positions, or single function studies involving |less than 20
positions will not normally be considered conplex. Loca
resources will be used to performthe i ndependent review to
ensure the integrity of the cost conparison. The review shall be
performed by an individual who has had appropriate training in
perform ng a CA study and has been conpl etely i ndependent of the
cost study process to include devel opment of the PW5, managenent
study, MEQ, and costing effort.

(3) Commands shall submit a request for determnnation of
study complexity for all other studies.

(4) Requests for determ nation of study conplexity shal
be submitted to CMC (MPC-46) and shall include the follow ng
i nformation:
(a) List of functions included in the study.

(b) Number of positions in the study (civ/ml).

(c) Type of procurenment used (e.g., two-step seal ed
bid, negotiated, etc.).

(d) Narme and position of individual (s) conpletely
i ndependent of the study process (PW5 MEO, nanagenent study, and
costing effort) to performlocal independent review



(e) List of CAtraining of individual(s) who wll
performthe review.

(f) Brief discussion of any problens encountered in
perform ng the study.

(g) Recommendation of the conmand and rational e.
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(5) Commands shall notify the appropriate regiona
of fice of the Naval Audit Service when independent reviews will
be required, and shall keep those offices apprised of progress in
nmeeting the date. The Naval Audit Service will be provided a
m ni mum of 60-day advance notification prior to bid opening (or
recei pt of technical proposals) for single function cost
conpari sons, and 120-day advance notification for multifunction
cost conparisons. Certification that the in-house cost
calculation is based on an estimate of the nost efficient and
cost-effective organization for in-house perfornmance of the
function nust al so be provided to the Naval Audit Service prior
to subm ssion of the cost comparison for certification. CM
(MPC-46) should be included as an information addressee on the
conmand’ s letter requesting audit.

(6) To reduce the cost of any NavAudSvc travel required
for the review, the activity should provide the applicabl e Nava
Audit Service regional CA Coordinator or Auditor-in-Charge with
as nmuch documentation as feasible before the site visit. Such
docunentation normally includes: the PWS (approved by the
contracting officer as a contractible docunent), the Managenent
Study, the Quality Assurance Plans, the certified MEQ the CA
review sheets, all CMC approvals with pertinent correspondence,
and the Cost Conparison Format with supporting conputations. The
Managenent Study, MEO, CCF, and supporting docunentation shoul d
be doubl e wrapped and mar ked, "PROCUREMENT SENSI TI VE - FOUO "

16. Bid Opening and Initial Decision

a. The follow ng information provi des general guidance on
bi d openi ng and sunmarizes procedures using sealed bid and
negoti ated acqui sitions for cost comparison studies. Specific
gui dance is provided in reference (d), Part 14 of reference (d),
DFARS 2.14.2 (reference (j)), and Chapter 6 of reference (w).

b. Follow ng the independent review, the command nust
submit the cost comparison format, and all supporting
docunentation, to the contracting officer. The cost conparison
formand the supporting docunmentation shall be submitted in a
seal ed and identified envel ope. Dependent upon the type of
procurenent used, this nust be done by the date required for
submi ssion of bids or by the date established for receipt of the



contractors’ initial technical proposals.

c. Except for two-step or negotiated solicitations, changes
may be made to both the MEO and the Governnent estinmate up to the
bid closing date. After receipt of technical proposals, the
policy for negotiated solicitations in paragraph 16e bel ow
appl i es.

d. Al changes, except conputational changes involving only
arithmetic cal culations such as changes in inflation indices or
fringe benefit factors, require recertif ication by the
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i ndependent reviewing official. Care nmust be taken that any
changes in requirements are reflected in both the Governnment
estimate and in anendments to the solicitation. Changes to
Government policy will normally include a "grandfather" clause.
In such cases, the | atest changes may or may not be required to
be incorporated after bid opening.

e. |If a negotiated solicitation is being used, changes may
be made to both the MEO and the Government estinate up to the
date initial proposals are received. After this time, changes
may be made only if amendments to the solicitation, during the
negoti ati on process, change the performance requirenments
identified in the PW5. In such cases, the Covernnent estimate
shoul d be withdrawn, revised to reflect the changed requirenent,
recertified by the i ndependent review ng official, and
resubmtted to the contracting officer by the date established
for the receipt of amended proposals. No other changes are
perm ssible prior to the announcenent of the results of the
conparison. Any required changes should be nade after bid
opening. |If it appears, prior to the conparison and announcemnent
of the results, that a required change may materially affect the
out come of the conparison, the activity should submt an amended
est estimate. This amended cost estimate should identify al
changes made, cite the rationale and the requiring directive, and
contain the supporting docurmentation for all conputations
resulting fromthe change. Copies of the amended estimate with
the original estimate should be avail able for review by al
interested parties when the results are announced.

f. The independent reviewi ng official shall be kept
apprised of all changes made to the in-house cost estinate.

g. Bid opening procedures are contained in enclosure (10)
of this Order. After the conparison has been made and the
tentative results are known, the command shall notify this
Headquarters (MPC-46) of the results to include: (1) nanme of the
| ow bidder; (2) date adm nistrative appeal period conmences; and
(3) date appeal period will end.

17. Administrative Appeal Procedures




a. The administrative appeal procedures are intended to
protect the rights of all interested parties. |Interested parties
i ncl ude enpl oyees of the activity under study, unions and other
enpl oyee organi zati ons representing the affected Federa
enpl oyees, and bi dders or of ferors responding to the
solicitation. Any interested party nay appeal the cost
conpari son deci sion.

b. The command will establish the appeal period after the
initial decision is known. The appeal period will not begin
until the cost conparison and all supporting docunents are nade
available to the interested parties. The conmanding officer will
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announce the start date and duration of the appeal period at the
announcement of the initial decision. The appeal period is
normal ly for a period of 15 business days but never nore than 30
busi ness days.

c. The Headquarters Adnministrative Appeal Review Conmittee
will provide a response to each appeal within 30 cal endar days
after receipt as required by reference (b). To acconplish this,
the commandi ng of ficer or the contracting officer is responsible
for notifying CMC (MPC-46) that an appeal has been filed. The
appeal, if possible, is telefaxed to CMC upon receipt or is
forwarded by express mail service. |In addition, the command
shall forward two copies of all pertinent background information
such as the nmanagenment study, MEO, invitation for bid (IFB) or
request for proposal (RFP), Governnent in-house cost estimate
with detail ed supporting docunentation, cost conparison form and
NavAudServ correspondende concerning the study. Wthin 7
cal endar days after receipt of an appeal, the command shal
tel efax or express mail to CMC (MPC-46) its response to each item
rai sed in the appeal

d. To be considered an appeal under the adm nistrative
appeal procedure, the appeal nust be submitted in witing and
nmust address specific line items on the cost conparison form and
explain the deviation fromthe cost conparison procedures.
Appeal s based on factors other than the validity of the cost

conparison will not be considered.

e. The adnministrative appeals will be reviewed by a
Headquarters Commercial Activities Review Cormittee. This
Conmittee will consist of representatives fromthe followi ng HQVC

staff offices:

(1) DC/'S Manpower (Chairperson, CA Program Manager
(Code MPC-46))

(2) DS Installations and Logistics (Code LBO



(3) Counsel for the Commandant (Code ClL)
(4) Appropriate functional manager(s)

f. Copies of the Commttee's decisions will be provided to
the installation commander at the same time that the response is
provided to the appellant. These decisions are final and are not
subject to arbitration, or agreenent.

18. Final Decision/Subm ssion of the Decision Notification
Sunmmary

a. After the appeals board has issued final decisions on
all appeals and all protests have been resolved, the fina
deci sion notification sutmmary (RCS DD-4860-07) contained in
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Appendi x F of enclosure (6) will be prepared by the conmand and
forwarded to CMC (MPC-46) for approval. Request for Reduction-
in-Force (RIF) authority shall be submitted concurrently with
submi ssion of the Decision Notification Sunmmary. |nplenentation
of the results of the cost comparison and all associated actions,
i ncludi ng cancell ation of the solicitation, nust be held in
abeyance until authorization to proceed has been received from
CMC ( MPC- 46) .

b. If the decisionis to convert to a contract operation
CMC (MPC-46) is required to notify Congress for those CA' s
i nvol ving nore than 45 DoD civilians. This notification is
required in accordance with 10 U S.C. 2461(b) and (d) (enclosure
(3) refers). Reference (g) provides guidance on RIF actions.
The Congressional notification process and R F approval nornally
requi res 14 cal endar days, after receipt of the final Decision
Notification Summary, to conpl ete.

c. After Congressional notification is conpleted, CMC (MPC

46) will forward a nessage to the command aut horizing i ssuance of
RIF notices, cancellation of the solicitation, and award of the
contract. Local announcenents will be made in accordance with

par agraph 10 of this Order

d. If the final decision is to remain in-house, CMC (MPC-
46) will authorize the command to proceed with actions necessary
to inplement the MEO and to cancel the solicitation. This
aut horization will normally be forwarded within 7 days of receipt
of the final Decision Notification Summary. The activity nust
begin MEO i npl enentation within 30 cal endar days after
cancel l ation of the solicitation and, consistent with any
bar gai ni ng obligations owed to exclusively recogni zed | abor
organi zations, nust be fully operational under the MEO not |ater
than 6 nmonths of cancellation of the solicitation. Procedures
for issuing RIF notices required to reorganize will be
i mpl enented concurrent with the cancellation of the solicitation



CMC (MPC-46) nust be notified when MEO i npl enent ati on has been
conpl et ed

e. After the activity is reorganized into the MEQ, it wll
operate under the performance standards established by the PWs
and solicitati on package just as a contractor would have been
expected to do. Any changes in workload or reorgani zation will
be fully docunented to show the reasons for the change and
appropriate docunentation will be retained in the cost study
records. This information is essential for use in post decision
audits.

19. Solicitation Considerations

a. Every effort nust be nade to avoid cancellations of
solicitations. |In many cases, a significant anount of tine and
resources are expended by both DoD and private industry to
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prepare proposals. Reference (d) provides specific guidance on
post ponenent or cancellation of solicitations. The appropriate
gui dance is outlined in FAR 14.209 and 14.404-1 for seal ed

bi ddi ng and FAR 15.606 for request for proposals.

b. Bidders or of ferors shall be inforned that an in-house
cost estimate is being devel oped and that a contract may or may
not result.

c. Bids or proposals shall be on at |east a 3-year basis
(when appropriate) or shall include prepriced renewal options to
cover two fiscal years after the initial period.

d. Al contracts awarded as a result of a conversion
(whet her or not a cost conparison was performed) shall

(1) Comply with all requirenments of the FAR (reference
(d)), the DFAR (reference (j)), and MCO 4200. 15G (reference (w)).

(2) When determned to be necessary in accordance wth
FAR 22.101. 1(e) (reference (d)), include the clause at FAR
52.222.1 (reference (d)), Notice to the Government of Labor
Di sputes, requiring the contractor to provide notice of actua
and i nmpendi ng | abor di sputes.

(3) Include all applicable clauses and provisions
related to the right of first refusal for enploynment by displaced
DoD enpl oyees, equal enploynment opportunities, veterans
preference, and ni ni mum wages and fringe benefits.

e. Solicitations shall be restricted for preferential
procurenment when the requirenments applicable to such prograns
(such as, smmll business set-asides or other required sources of
supplies and services) are met, in accordance with the FAR Part 8



and Part 19 (reference (d) refers) and Chapter 5 of MCO 4200. 15G
(reference (w) refers).

f. Solicitations will not be restricted for preferential
procurenent unless the contracting officer determ nes that there
is a reasonabl e expectation that the conmercial prices will be
fair and reasonable, in accordance with the FAR Part 15.8 and
Part 31 (reference (d)), DFARS Part 215.8 (reference (j)), and
Chapter 6 of reference (w).

g. Contract defaults may result in tenporary performance by
Government personnel or other suitable neans; such as, an interim
contract source. Personnel detailed to such a tenporary
assi gnment should be clearly infornmed that they will return to
their pernmanent assignnent when a new contract is awarded. |f
the default occurs within the first year of contract perfornance,
the foll owi ng procedures apply:

57

(1) If, after consultation with the Departnment of Labor
it is determned that the contract wage rates are still valid,
the contracting officer will review the availability anmong the
next | owest responsible and responsive bidders/of ferors for a
successor contract wi thout resolicitation in accordance with
establ i shed contracting practice. |If the next |ow bidder/of feror
iswilling to accept the balance of the contract work at the
price bid/offered, adjusted on an appropriate prorata basis for
the remai nder of the contract term the contracting officer may

award to that bidder/of feror. |If the Government is the next
| owest bidder/of feror, the function may be returned to in-house
performance, as bid, if still feasible. |If performance by DoD

enpl oyees is no longer feasible, the contracting officer may
elect either to award to the next | owest responsive and
responsi bl e commerci al bidder/of feror if that firmis willing to
performat its bid/offered price, adjusted appropriately for the
remai nder of the term or to resolicit as specified in the next
subparagraph. A return to in-house performance under the above
criteria shall be approved by Headquarters Marine Corps. OCMC
(MPC-46) must notify ASD(I&L) within 30 days of any such
deci si on.

(2) If the contract wage rates are no longer valid or if
the contracting officer, after a review of the availability of
the next | owest responsible and responsive bidder/of feror
determ nes that resolicitation is appropriate, the Governnent may
submit a bid for conparison with other bids/offers fromthe
private sector. Subm ssion of a Governnent bid requires
determ nati on by the comrand that performance by DoD enpl oyees is

still feasible and that a |ikelihood exists that such perfornance
may be nore econom cal than performance by contract. |n such
cost conparisons, the conversion differential will not be applied

to the cost of either in-house or contract performance.



h. If contract default occurs during the second or
subsequent year of contract perfornmance, the procedures of
paragraph 9.i. of this Order apply.

i. Gouping of Commercial Activities

(1) The installation comrmander shall deternine which
CA' s should be grouped in a single solicitation. The
installation commander should keep in mnd that the groupi ng of
CA' s can influence the anmount of conpetition (nunber of
commercial firms that will bid or subnmit proposals) and the
eventual cost to the Governnent.

(2) The installation comrander shall consider the
adverse inpacts that grouping of CA's into a single solicitation
may have on small and snmall di sadvant aged busi ness concerns.
CA' s being perforned wholly by small or small di sadvant aged
busi nesses will not be incorporated into a cost conparison unless
consolidation is necessary to neet mssion requirenments. Actions
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must be taken to ensure that such contractors are not displaced
nmerely to acconplish consolidation. Sinilarly, care must be

taken so that non incunbent small and small di sadvantaged busi ness
contractors are not handi capped or prejudiced unduly from
conpeting effectively at the prime contractor |evel

(3) In developing solicitations for CA's, the
procurenent plan should reflect an analysis of the advantages and
di sadvant ages to the Government that mght result from making
nmore than one award. The decision to group CA's should reflect
an analysis of all relevant factors including the foll ow ng:

(a) The effect on conpetition.

(b) The duplicative nmanagenent functions and costs
to be elimnated through grouping.

(c) The economi es of administering rmultifunction
versus single function contracts, including cost risks associ ated
with the pricing structure of each

(d) The feasibility of separating unrel ated
functional tasks or groupings.

(e) The effect grouping will have on the perfornance
of the functions.

(4) When the solicitation package includes totally
i ndependent functions which are clearly divisible, severable,
limted in nunber, and not price interrelated, they shall be
solicited on the basis of an "any or all" bid or offer



Conmer ci al bidders or of ferors shall be pernitted to subnit bids
or offers on one or any conbination of the functions being
solicited. These bids or offers shall be evaluated to determ ne
the | owest aggregate contract cost to the Governnent. This

| owest aggregate contract cost will then be conpared to the in-
house cost estinmate based on the MEO for perfornance of the
functions in the single solicitation. The procedures in

encl osures (8) through (11) apply.

(5) There are instances when this approach to
contracting for CA's may not apply; such as situations when
physical limtations of site (where the activities are to be
performnmed) preclude allowi ng nore than one contractor to perform
when the function cannot be divided for purposes of perfornmance
accountability, or for other national security considerations.
However, if an "all or none" solicitation is issued, the decision
to do so nust include a cost analysis to reflect that the "all or
none" solicitation is less costly to the Governnent or an
analysis indicating it is otherwise in the best interest of the
Government, all factors considered.
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(6) It is recognized that in sone cases, decisions wll
result in the elimnation of prime contracting opportunities for
smal | business. In such cases special measures shall be taken
At a mininum small and small di sadvant aged busi ness concerns
shall be given preferential consideration by all conpeting prine
contractors in the award of subcontracts. For negoti ated
procurenments the degree to which this is acconplished will be a
wei ghted factor in the evaluati on and source sel ecti on process
| eading to contract award.

(7) The contract files shall be docunented fully to
denonstrate conpliance with these procedures.

j. If no bids or proposals, or no responsive or responsible
bi ds or proposals are received in response to a solicitation, the
i n-house cost estimate shall remain unopened. The contracting
of ficer shall exam ne the solicitation to ascertain why no
responses were received. Depending on the results of this
review, the contracting officer shall consider restructuring the
requirenent, if feasible, and reissue it under restricted or
unrestricted solicitation procedures, as appropriate.

k. Continuation of an in-house CA for |ack of a
satisfactory conmercial source will not be based upon | ack of
response to a restricted solicitation.

| . The guidance of paragraph 19 also applies to sinplified
cost conparisons and direct conversion of military personne
CA' s.



20. Consultation with Affected Civilian Enpl ovees

a. Section 2467(b) of reference (x) requires nonthly
consultation with affected civilian enpl oyees during CA cost
conparisons. The requirenents of this legislation are as
fol | ows:

(1) Installation comanders nust consult with civilian
enpl oyees who woul d be affected by CA cost conparisons at |east
nmont hly during the devel opnent and preparati on of the perfornmance
wor k statenent and the managenment efficiency study. The views of
t he enpl oyees on the devel opnment and preparation of that
statement and that study nust be consi dered.

(2) Installation cormanders nmay al so consult with the
enpl oyees on other matters related to the CA cost conparison
st udy.

The installation commander nmay redel egate the consultation
requi rements in paragraphs 20a(1l) and (2) above to
representatives of management who are familiar with the cost
conpari son study.
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b. If the enployees are represented by a | abor union
accorded excl usive recognition under 7111 of Title 5, U S.C
reference (x) provides that consultation with representatives of
that |abor organi zation shall satisfy the requirenment in
par agraph 20 a(1) above for such enpl oyees.

c. |If the enployees are not represented by a | abor union
reference (x) provides that consultation with non-union enpl oyees
may be acconplished through group neetings, with representatives
desi gnated by such enpl oyees, or by other methods as |ong as
adequate notice is provided to such enpl oyees and their right to
be represented during the consultations is ensured.

d. Enployees, or their designated representatives, should
be provided informati on concerning the general status of the CA
study process and should be provided with the current study
m | estones. Enpl oyees, or their representatives, should be
of fered the opportunity to review and coment on the PW5
Suggestions for inproving the in-house organization should be
solicited fromthe affected enpl oyees or their representatives
during the managenent study and PWS devel opment process. A
deadl i ne shoul d be established for receipt of such
conment s/ recomrendati ons. The managenent study docunentation
shall include a discussion of all comrents and suggestions
recei ved and any applicable action taken. The findings and
general reconmrendations of the managenment study may al so be
di scussed with the enpl oyees or their representatives, however,
detailed staffing and cost information which would clearly



j eopardi ze the confidentiality of the in-house cost estinate nmay
not be released in these discussions. The enployees, or their
representatives, should be advised that their role is purely
consultive and that final decisions concerning both the PW and
the MEO renain the prerogative of the installation commander.

e. To support conpliance with reference (x), results of
each nmonthly neeting shall be docunented in a brief "Menorandum
for the Record". The nenorandum shoul d provide, as a m ni mum
date, attendees present, and an outline of the points discussed.
If a union representative or enployee representative has been
notified of the nmeeting but does not attend, that fact should be
noted in the menorandum These "Menoranduns for the Record"
shall be included as part of the nmanagenment study docunentation.

f. In addition to conplying with reference (x), activities
must al so conply with |l abor relations obligations under 5 U S.C
Chapter 71 (reference (y)); especially sections 7114(a)
concerning "formal discussions” and 7116(a) (5) concerning the
duty to bargain in good faith.
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21. Requi red Reports.

a. Annual CA Inventory Report (Report Control Synbol DD
4860- 03 External RCS DD P&L(A)1540). See paragraph 8 and
Appendi x A of enclosure (6) of this Order.

b. Decision Summary for |In-house CA Reviews (Report Control
Synbol DD 4860-06). See paragraph 9 and Appendi x B of enclosure
(6) of this Order.

c. Decision Sunmary for Contract CA Reviews (Report Control
Synbol DD-4860-09). See paragraph 9 and Appendi x C of enclosure
(6) of this Order.

d. Direct Conversion of Comercial Activities Performed by
11-45 Civilian Enpl oyees (Report Control Symbol DD-4860-12). See
par agraph 12 and Appendi x D of enclosure (6) of this Oder.

e. Direct Conversion of Comercial Activities Performed by
10 or fewer Civilian personnel (Report Control Synbol
DD- 4860- 11). See paragraph 13 and Appendi x E of encl osure (6) of
this Order.

f. Decision Notification Summary: Results of Cost
Conpari sons (Report Control Synbol DD 4860-07). See paragraph 18
and Appendi x F of enclosure (6) of this Order.

g. Commercial Activities Managenment |nformation System
(CAM S) (Report Control Synbol DD 4860-10. External RCS DD
P&L(Q 1542)



(1) The purpose of the CAMS is to maintain an accurate
DoD data base of CA's that undergo an OMB Circular A-76
(reference (b)) cost conparison and CA's that are converted
directly to contract. The CAMS is used to provide infornation
to the Congress, OVB, General Accounting Ofice (GAO, DoD, and
ot hers.

(2) The CAM S report, contained in Appendi x G of

encl osure (6) of this Order, is divided into two parts. Part I,
Cost Conparison Record (CCR), contains data on CA s that undergo
a full cost conparison. Part Il, Direct Conversion\Sinplified
Cost Conparison Record (DCSCCR), contains data on CA's converted
to contract without a full cost conparison. The CCR and DCSCCR
are divided into sections based on the occurrence of specific

m | estone events.

(3) After approval to conduct a cost conparison, direct
conversion, or sinplified cost conparison has been received, the
conmand shall initialize a CCR or DCSCCR. As mmj or events occur,
the applicable section of the CCR or DCSCCR are conpl et ed.

62

(4) The CCR or DCSCCR are submitted in conjunction with
the command’ s annual ly status report (discussed in paragraph
21.h below). Once a Record has been initialized, subnission of
the Record is not required unless there is a change in
information fromthe last report. Wen a CCR or DCSCCR i s not
submitted, the cover letter of the status report should indicate
that no change in the Record has occurred since the |ast report.

(5) A CCR or DCSCCR is required to be submtted annually
for the 3 vears follow ng conmpletion of the study so that actual
costs of either in-house or contract operation can be reported.
This information is essential as it is frequently requested from
and nonitored by various agencies including the Congress.

(6) A cost comparison study involving a grouping of
functions may be reported on a single CCR or DCSCCR.

(7) Instructions for conpleting these records are
contai ned in Appendi x G of enclosure (6) of this Order.

h. Status Reports (Report Synmbol DD-4860-08)

(1) The status of approved cost conparison anal yses will
be reported to the CMC (MPC-46) on a quarterly basis. Status
Reports should be submitted in time to reach CMC by 10 Septenber.
The format for preparing the Status Report is contained in Appendix
H of enclosure (6) of this Oder. A separate Status Report is
required for each study.



(2) Status Reports will be submtted fromthe tinme of
aut horization to conduct the cost study until a conversion to
contract or a decision to remain in-house occurs.

(3) Negative reports, indicating that no infornation
has changed since the last report, are not required.

P. 1. NEAL
By direction

DI STRI BUTI ON: PCN 1020066400
Copy to: 7000110 (55)

7000093/ 8145004, 05 (2)

7000144/ 8145001 (1)
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DEPARTMENT OF THE NAVY
HEADQUARTERS UNI TED STATES MARI NE CORPS
WASHI NGTON, D. C. 20380- 0001
MC6 4860.3D Ch 1

MPC- 46
28 Dec 92

MARI NE CORPS ORDER 4860.3D Ch 1

From Commandant of the Marine Corps
To: Di stribution List

Subj: COWMMERCI AL ACTI VI TIES (CA) PROGRAM
1. Purpose. To direct pen changes to the basic O der
2. Action

a. Paragraph 21g(4), second line, change "quarterly" to read
"annual ".

b. Paragraph 21h(1), second line, change "on a quarterly
basis." to read "annual ly."

c. Paragraph 21h(1), second sentence, change "10 March, 10
June, 10 Septenber, and 10 Decenber." to read "10 Septenber."

d. Paragraph 21h(3), second line, change "are required." to
read "are not required.”

e. Enclosure (4), page 1, second paragraph, change "&01" to
read "QG001".



3.

Filing Instructions. This Change transnittal will be filed

i mediately followi ng the signature page of the basic Oder.

4., Certification. Reviewed and approved this date.

L. M PALM
By direction

DI STRI BUTI ON: PCN 10206640001

VI .

VI,

Copy to: 7000110 (55)
7000093/ 8145005 (2)
7000144/ 8145001 (1)
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MCO 4860. 3D
14 JAN 1992
Reports Required
REPORT
REPCORT TITLE CONTROL SYMBOL PARAGRAPH
Conmercial Activities DD- 4860- 03, 8, app. A
Program | nventory Ext ernal RCS
DD- P&L( A) 1540
Deci si on Summary for DD- 4860- 06 9e-9g,
I n- House CA Revi ews app. B
Deci sion Summary for DD- 4860- 09 9e-9g,
Contract CA Reviews app. C
Di rect Conversion of DD- 4860- 12 12hb,
CA's Performed by 11 app. D
to 45 Civilian Enpl oyees
Direct Conversion of CA's DD 4860-11 13e,
Performed by 10 or fewer app. E
G vilian Personnel
Deci sion Notification DD- 4860- 07 18a,
Sunmary: Results of app. F
Cost Conpari son
Conmercial Activities DD- 4860- 10 21, app. G

Managemnent | nformation Ext ernal RCS
System (CAM S) DD- P&L( Q) 1542



VIIl. Cost Study Status DD- 4860- 08 21h,
app. H

ENCLOSURE (1)
MCO 4860. 3D
14 JAN 1992
Definition of Ternmns
1. Commercial Activity Review. The process of evaluating CA s

for determ ning whether or not a cost conparison shall be
conduct ed.

2. Commercial Source. A business and/or other non-Federal
activity located in the United States, its territories and
possessions, the District of Colunbia, or the Conmonweal t h of
Puerto Rico that provides a comrercial product or service.

3. Conversion to Contract. The changeover of a CA from
performance by DoD personnel to performance under contract by a
commer ci al source

4. Conversion to |In-House. The changeover of a CA from
per f ormance under contract by a conmercial source to performance
by DoD per sonnel

5. Core Logistics. Those functions identified as core |ogistics
activities pursuant to Section 307 of P.L. 98-525 and Section
1231 of P.L. 99-145, codified at Section 2464, Title 10 that are
necessary to maintain a logistics capability (including
personnel, equi pnment, and facilities) to ensure a ready and
control |l ed source of technical conpetence, and resources
necessary to ensure effective and tinely response to a
nmobi | i zation, national defense contingency situation, and other
enmer gency requirenents.

6. Cost Conparison. The process of devel oping an estinmate of
the cost of performance of a CA by DoD enpl oyees and conparing
it, in accordance with the requirenents of this Oder, to the
cost of performance by contract.

7. Direct Conversion. Conversions to contract performance of an
i n-house comrercial activity based on a sinplified cost
conparison or the conversion of an in-house comercial activity




perfornmed exclusively by military personnel

8. Direct Conmbat Support Functions. Wrk that is essential to
the support of conbat operations; i.e., work which if not
perfornmed could cause i nmredi ate inpairnment of conbat capability.

9. Directed Affected Parties. DoD enployees and their
representative organi zations and of ferors to the solicitation

10. Displaced DoD Enpl oyee. Any DoD enpl oyee affected by
conversion to contract operation (including such actions as job
elimnation or grade reduction). It includes both enployees in
the function converted to contract and enpl oyees outside the

ENCLOSURE ( 2)

function who are affected adversely by conversion through
reassi gnnent or exercise of bunping or retreat rights.

11. DoD Conmercial Activity. An activity that provides a
product or service obtainable (or obtained) froma conmerci al
source. A DoD CA may be the mission of an organization or a
function within the organization. It nust be a type of work that
is separable fromother functions or activities so that it is
suitable for performance by contract. A representative list of
the functions performed by such activities is provided in
enclosure (4). A DoD, CA falls into one of two categories:

a. Contract CA. A DoD CA managed by a DoD conponent, but
operated with contractor personnel

b. In-House CA. A DoD CA operated by a DoD conponent with
DoD per sonnel

12. DoD Enployee. Civilian personnel of the Departnent of
Def ense.

13. DoD Governnental Function. A function that is related so
intimately to the public interest as to mandate performance by
DoD personnel. These functions include those that require either
the exercise of discretion in applying Governnent authority or
the use of val ue judgenent in nmaking-the decisions for the
Departnment of Defense. Services or products in support of
Government al functions, such as those listed in enclosure (2),
are CA's and are subject to this Order. Governnental functions
normally fall into two categories:

a. Act of Governing. The discretionary exercise of
governmental authority. Exanples include crimna
i nvestigations, prosecutions, and other judicial functions;
management of Governnment prograns requiring val ue judgenents, as
in direction of the national defense; managenent and direction of
the Arned Services; activities performed exclusively by mlitary




personnel who are subject to deploynent in a conbat, conbat
support, or conbat service support role; conduct of foreign
relations; selection of programpriorities; direction of Federa
enpl oyees; regul ation of the use of space, oceans, navigable
rivers, and other natural resources; managenent of natura
resources on Federal property; direction of intelligence and
counterintelligence operations; and regul ation of industry and
conmer ce, including food and drugs.

b. Monetary Transactions and Entitlenent. Refers to such
actions as tax collection and revenue di sbursenents, control of
treasury accounts and the noney supply, and the adninistration of
public trusts.

ENCLOSURE ( 2)

14. DoD Personnel. Mlitary and civilian personnel of the
Depart nent of Defense.

15. Expansion. The nodernization, replacenment, upgrading, or

enl argenent of a DoD CA involving a cost increase exceedi ng
either 30 percent of the total capital investment or 30 percent
of the annual personnel and material costs. A consolidation of
two or more CA's is not an expansion, unless the proposed tota
capital investment or annual personnel and material costs of the
consol i dati on exceeds the total of the individual CA's by 30
percent or nore.

16. New Requirenent. A recently established need for a
conmer ci al product or service. A new requirenment does not

i nclude interimin-house operation of essential services pending
reacqui sition of the services pronpted by such action as the
term nation of an existing contract operation

17. Nonappropriated Fund Instrunentality (NAFI). A DoD

organi zational entity that acts in its own nanme to provide or
assi st other DoD organizations in providing norale, welfare, and
recreational programs for nilitary personnel and authorized
civilians. A NAFlI is established and maintained individually or
jointly by the heads of the DoD conponents. The NAFI is
responsi ble for the exercise of reasonable care to admi nister
prudently, safeguard, preserve, and maintain those appropriated
fund resources made available to carry out its functions. Wth
its nonappropriated funds, it contributes to the norale, welfare,
and recreational prograns of other authorized organizationa
entities when so authorized. It is not incorporated under the

| aws of any State or the District of Colunbia and al so enjoys the
| egal status of an instrumentality of the United States.

18. Preferential Procurenent Prograns. Preferential procurenent
programs include mandatory source progranms such as Federal Prison
I ndustries and the workshops admini stered by the Conmittee for




Purchase fromthe Blind and O her Severely Handi capped under P.L
92-98. Small, nmnority, and di sadvantaged busi nesses; and | abor
surplus area set-asides and awards made under P.L. 85-536,
Section 8(a) and P.L. 95-507 are included under preferential
procur ement prograns.

19. Right of First Refusal of Enploynment. Contractors provide
CGover nrent enpl oyees, displaced as a result of the conversion to
contract perfornance, the right of first refusal for enploynent
openi ngs under the contract in positions for which they are
qualified, if that enploynent is consistent with post-Governnent
enpl oyment conflict of interest standards.
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MCO 4860. 3D
14 JAN 1992
Title 10, United States Code

CHAPTER 146 -- CONTRACTI NG FOR PERFORMANCE CF CI VI LI AN
COWMERCI AL OR | NDUSTRI AL TYPE FUNCTI ONS

Section 2461. Commercial or industrial type functions: required
studi es and reports before conversion to contractor performance.

(a) Required notice to Congress. -- A commercial or
i ndustrial type function of the Department of Defense that on
Cct ober 1, 1980, was being perforned by Departnent of Defense
civilian enpl oyees may be converted to performance by a private
contractor unless the Secretary of Defense provides to Congress
in atinely manner--

(1) notification of any decision to study such function
for possible perfornmance by a private contractor

(2) a detailed summary of a conparison of the cost of
performance of such function by Department of Defense civilian
enpl oyees and by private contractor which denonstrates that the
performance of such function by a private contractor will result
in a cost savings to the Governnent over the life of the contract
and certification that the entire cost conparison is avail abl e;

(3) acertification that the Governnent cal cul ation for
the cost of performance of such function by Department of Defense
civilian enpl oyees is based on an estimte of the nost efficient
and cost effective organization for performance of such function
by Departnment of Defense civilian personnel; and

(4) a report, to be submitted with the certification
requi red by paragraph (3), show ng--



(A) the potential economc effect on enpl oyees
af fected, and the potential economc effect on the |oca
conmunity and Federal Governnent if nore than 75 enpl oyees are
i nvol ved, by contracting for performance of such function

(B) the effect of contracting for performance of such
function on the mlitary m ssion of such function; and

(C the anpunt of the bid accepted for the perfornance
of such function by the private contractor whose bid is accepted
and the cost of performance of such function by Departnent of
Def ense civilian enpl oyees, together with costs and expenditures
whi ch the Government will incur because of the contract.
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(b) Congressional notif ication of decision to convert.-- If
after conpletion of the studies required for conpletion of the
certification and report required by paragraphs (3) and (4) of
subsection (a), a decision is made to convert to contractor
performance, the Secretary of Defense shall notify Congress of
such deci si on.

(c) Annual reports. -- Not later than February 1 of each
fiscal year, the Secretary of Defense shall subnmit to Congress a
written report describing the extent to which conmercial and
i ndustrial type functions were perfornmed by Departnent of Defense
contractors during the preceding fiscal year. The Secretary
shall include in each such report an estinmate of the percentage
of comrercial and industrial type functions of the Departnent of
Defense that will be perfornmed by Departnment of Defense civilian
enpl oyees, and the percentage of such functions that will be
performed by private contractors, during the fiscal year during
which the report is submtted.

(d) Waiver for small functions.-- Subsections (a) through (c)
shall not apply to a commercial or industrial type function of
the Department of Defense that is being perforned by 45 or fewer
Departnent of Defense civilian enpl oyees.

(e) Waiver for the purchase of products and services of the
blind and other severely handi capped persons.-- Subsections (a)
through (c) shall not apply to a conmercial or industrial type
function of the Departnent of Defense that--

(1) is included on the procurement |ist established
pursuant to section 2 of the Act of June 25, 1938 (41 U. S.C 47),
popul arly referred to as the Wagner-O Day Act; or

(2) is planned to be converted to perfornance by a
qualified nonprofit agency for the blind or by a qualified
nonprofit agency for other severely handi capped persons in



accordance with that Act.

(f) Additional limtations. -- (1) A commercial or industrial
type function of the Departnent of Defense that on Cctober 1
1980 was bei ng performed by Departnment of Defense civilian
enpl oyees may not be converted to performance by a private
contractor to circumvent a civilian personnel ceiling.

(1) In no case may any commercial or industrial type
function being performed by Departnment of Defense personnel be
nodi fi ed, reorgani zed, divided, or in any way changed for the
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pur pose of exenpting fromthe requirenments of subsection (a) the
conversion of all or any part of such function to performance by
a private contractor.

(g) Inapplicability during war or emergency.-- The provisions
of this section shall not apply during war or a period of
nati onal energency declared by the President or the Congress.
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MCO 4860. 3D
14 JAN 1992

Codes and Definitions of Functional Areas

This list of functional codes and their definitions does not
restrict the applicability or scope of the CA Programwithin DoD
Paragraph 5 of this Order defines the applicability and scope of
the program The CA Programstill applies to CA's not defined in
this listing. These codes and definitions are a guide to assi st
reporting. As new functions are identified, codes will be added
or existing definitions will be expanded.

SOCI AL _SERVI CES

@01 Care of Remmins of Deceased Personnel and/or Funera




Services. |Includes CA's that provide nortuary services,

i ncluding transportation fromaerial port of enbarkation (APOCE)
to nortuary of human renmins received fromoverseas nortuaries,
i nspection, restoration, provision of uniformand insignia,
dressing, flag, platenment in casket, and preparation for onward
shi pnent .

@008 Conmissary Store Operation. Includes CA's that provide all
ordering, receipt, storage, stockage, and retailing for
conmi ssaries. Excludes procurenent of goods for issue or resale.

GO08A: Shel f St ocki ng.

G008B: Check Qut.

@008C. Meat Processing.

@008D: Produce Processing.

(008E: St orage and | ssue.

(008F: O her.

@08G Troop Subsi stence |ssue Point.

@009 dothing Sales Store Operation. Includes CA's that provide
ordering, receipt, storage, stockage, and retailing of clothing.
Stores operated by the Arny and Air Force Exchange Services, Navy
Exchange Servi ces, and Marine Corps Exchange Services are

excl uded.

010 Recreational Library Services. Includes operation of
libraries maintained primarily for off-duty use by military
personnel and their dependents.

011 Oher Mrale, Wlfare, and Recreation Services. Oper ati on
of CA's maintained primarily for the off-duty use of nmilitary
personnel and their dependents, including both appropriated and
partially nonappropriated fund activities. The operation of

cl ubs and nesses, and noral e support activities are included in
code (011. Exanples of activities perform ng Q11 functions are
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arts and crafts, entertainment, sports and athletics, sw nmng,
bow i ng, marina and boating, stables, youth activities, centers,
and gol f. MCO P1700.27 contains anplification of the categories
refl ected below. (NOTE: CA procedures are not mandatory for
functions staffed solely by civilian personnel paid by
nonappropri ated funds.)

(011A: Al Category Il Nonappropriated Fund
Instrunentalities (NAFI’s), except Package Beverage
Branch.

(011B: Package Beverage Branch.

(011C:. Al Category 11la NAFI’s.

&011D: Al Category II11bl, except Libraries.

(011E: Category I11b2 Arts and Crafts.

&011F: Category I11b2 Misic & Theatre.



(011G Category I11b2 Qutdoor Recreation.

(011H. Category I11b2 Youth Activities.

@011l: Category I11b2 Child Devel opnent Servi ce.

(011J: Category II1b2 Sports - Conpetitive.

@011K: Al Category I11b3 except Arned Forces Recreation
Center (AFRC), Golf, Bowing, and nenbership
associ ati ons converted from Category VI.

(011L: Category I11b3 AFRC.

@011M Category I11b3 Golf.

(011N:. Category I11b3 Bow ing.

@0110C Category I11b3 nenbership associati ons converted
from Category VI.

@011P: Category IIl Information Tour and Travel (ITT).

@011Q@ Al Category IV.

&D11R Al Category V.

011S: Al Category VI, except those converted to Category
[11b3.

&011T: Al Category VII.

&011U. Al Category VIII, except billeting and hotels.

(011V: Category VIII Billeting.
011W Category VIII Hotels.

@012 Conmunity Services

&012A: Information and Referral.

012B: Relocation Assistance.

012C. Exceptional Fam |y Menber.

@012D: Fanily Advocacy (Domestic Viol ence).
D12E: Foster Care.

&012F: Fanily Menber Enpl oynent.

012G Installation Vol unteer Coordination.
&012H: Qutreach.

&0121: Vol unteer Managenent.

@012J: Ofice Managenent.

@012K: Consumer Affairs/Financial Assistance.
&012L: Ceneral and Emergency Family Assistance.
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@00 Chaplain Activities and Support Services. Includes CA's
that provide non-nilitary uni que support services that suppl ement
the command religi ous program such as non-pastoral counseling,
organi sts, choir directors, and directors of religious education.
The conmmand rel i gi ous program which includes chaplains and
enlisted support personnel, is a Governmental function and is
excluded fromthis category.

GB01 Berthing BOQY BEQ Includes CA s that provide tenporary or
per manent accommodati ons for officer or enlisted personnel.
Managenent of the facility, roomservice, and daily cleaning are
i ncl uded.




P04 Fanmilyv Services. Includes CA s that performvarious social
services for fanmlies, such as fam |y counseling and pl anni ng,

the operation of an abuse center, a child care center, or a

fam |y services center.

@99 Oher Social Services. This code will only be used for
unusual circunstances and will not be used to report

organi zations of work that can be accommodated under a
specifically defined code.

HEALTH SERVI CES

H101 Hospital Care. Includes CA's that provide outpatient and
i npatient care and consultative evaluation in the nedica
specialties, including pediatrics and psychiatry; the

coordi nation of health care delivery relative to the examination
di agnosi s, treatnment, and di sposition of nedical inpatients.

H102 Surgical Care. Includes CA's that provide outpatient and
i npatient care and consultative evaluation in the surgica
specialties, including obstetrics, gynecol ogy, ophthal nol ogy and
ot or hi nol aryngol ogy; the coordination of health care delivery
relative to the exam nation, treatnent, diagnosis, and

di sposition of surgical patients.

H105 Nutritional Care. |Includes CA's that provide hospital food
services for inpatients and outpatients, dietetic treatnent,
counseling of patients, and nutritional education

H106 Pathol ogy Services. |Includes CA s involved in the
operation of |aboratories providing conprehensive clinical and
anat om cal pathol ogy services; DoD military bl ood program bank
activities; and area reference | aboratories.
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H107 Radiology Services. Includes CA s that provide diagnostic
and therapeutic radiologic service to inpatients and outpatients,
i ncludi ng the processing, exam ning, interpreting, and storage
and retrieval of radiographs, fluorographs, and radi ot herapy.

H108 Pharmacy Services. Includes CA's that produce, preserve,
store, conpound, manufacture, package, control, assay, dispense,
and distribute nedications (including intravenous solutions) for
i npatients and outpatients.

H109 Physical Therapy. Includes CA's that provide care and
treatment to patients whose ability to function is inpaired or
threatened by di sease or injury; primarily serve patients whose
actual inmpairment is related to neuromnuscul oskel etal, pul nonary,
and cardi ovascul ar systens; evaluate the function and inpairnent




of these systens, and select and apply therapeutic procedures to
mai ntain, inprove, or restore these functions.

H110 Materiel Services. Includes CA's that provide or arrange
for the supplies, equipnent, and certain services necessary to
support the mssion of the nmedical facility; responsibilities

i ncl ude procurenent, inventory control, receipt, storage, quality
assurance, issue, turn-in, disposition, property accounting, and
reporting actions for designated nedical and nonnedi cal supplies
and equi pnent.

H111 O thopedic Services. |Includes CA's that construct

ort hopedi ¢ appliances such as braces, casts, splints, supports,
and shoes from i npressions, forns, nolds, and ot her

speci fications.

H112 Ambul ance Service. Includes CA's that provide
transportation for personnel who are injured, sick, or otherw se
requi re nedical treatnent, including standby duty in support of
mlitary activities and anmbul ance bus services.

H113 Dental Care. |Includes CA's that provide oral exam nations,
pati ent education, diagnosis, treatment, and care including al
phases of restorative dentistry, oral surgery, prosthodontics,
oral pathol ogy, periodontics, orthodontics, endodontics, ora

hygi ene, preventive dentistry, and radi odontics.

H114 Dental Laboratories. |Includes CA's that operate denta
prosthetic | aboratories required to support the provision of
conpr ehensi ve dental care; services may include preparing casts
and nodel s, repairing dentures, fabricating transitional
temporary, or orthodontic appliances, and finishing dentures.

H115 dinics and Dispensaries. Includes CA's that operate
freestanding clinics and di spensaries that provide health care
services. Operations are relatively independent of a nedica
treatnment facility and are separable for in-house or contract
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performance. Health clinics, occupation health clinics, and
occupational health nursing offices.

H116 Veterinary Services. |Includes CA's that provide a conplete
whol esonmeness and qual ity assurance food inspection program

i ncluding sanitation, inspection of food received, surveillance

i nspections, and | aboratory exam nation and anal ysis; a conplete
zoonosi s control program conplete medical care for Government-
owned ani mals; veterinary medi cal support for bionedical research
and devel oprment; support to other Federal agencies when requested
and aut hori zed; assistance in a conprehensive preventive nedicine
program and determ nation of fitness of all foods that may have
been contam nated by chemical, bacteriological, or radioactive



mat eri al s.

H117 Medical Records Transcription. Includes CA s that
transcribe, file, and maintain nedical records.

H118 Nursing Services. Includes CA's that provide care and
treatnment for inpatients and outpatients not required to be
perfornmed by a doctor.

H119 Preventive Medicine. |Includes CA's that operate well ness
or holistic clinics (preventive nedicine), information centers,
and research | aboratories.

H120 Occupational Health. Includes CA' s that devel op, nonitor
and inspect installation safety conditions.

H121 Drug Rehabilitation. Includes CA's that operate al coho
treatnment facilities, urine testing for drug content, and
drug/ al cohol counseling centers.

H999 Oher Health Services. This code will only be used for
unusual circunstances and will not be used to report

organi zations or work that can be accommodated under a
specifically defined code.

| NTERVEDI ATE, DI RECT OR GENERAL REPAI R AND MAI NTENANCE OF
EQUI PVENT

Definition. Mintenance authorized and performnmed by desi gnated
mai nt enance CA's in support of using activities. Normally, it is
limted to replacenent and overhaul of unserviceable parts,
subassenbl i es, or assenblies. It includes (1)

i nternedi ate/ direct/general maintenance performed by fixed
activities that are not designed for deploynment to conbat areas
and that provide direct support of organizations perform ng or
designed to perform conbat m ssions frombases in the United
States, and (2) any testing conducted to check the repair
procedures. CA' s engaged in internedi ate/direct/genera
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mai nt enance and/ or repair of equi pnent are to be grouped
according to the equi pnent predom nantly handl ed, as foll ows:

J501 Aircraft. Aircraft and associated equi pnent. Includes
armanent, el ectronic and comuni cati ons equi pnment, engi nes, and
any other equipnent that is an integral part of an aircraft.

J502 Aircraft Engines. Aircraft engines that are not repaired
while an integral part of the aircraft.

J503 Mssiles. Mssile sy$tens and associ ated equi prent.



I ncl uded mechani cal, el ectronics, and conmuni cati on equi pnent
that is an integral part of mssile systens.

J504 Vessels. Al vessels, including armanent, el ectronics,
conmuni cati ons and ot her equipnent that is an integral part of
t he vessel

J505 Conbat Vehicles. Tanks, arnored personnel carriers, self-
propelled artillery, and other conbat vehicles. |Includes
armanent, fire control, electronic, and conmuni cati ons equi pnent
that is an integral part of a conbat vehicle.

J506 Nonconbat Vehicles. Autonotive equipnent, such as
tactical, support, and adnministrative vehicles. Includes

el ectroni ¢ and conmmuni cati ons equi prent that is an integral part
of the nonconbat vehicle.

J507 Electronic and Communi cations Equi pnment. Stationary,
nmobi | e, portable, and other el ectronic and communi cati ons

equi prent. Excludes el ectronic and conmuni cati ons equi pnent t hat
is an integral part of another weapon/support system

Mai nt enance of Automatic Data Processing Equi pmrent (ADPE) not an
integral part of a conmunications system shall be reported under
functional code W825; mmi ntenance of tactical ADPE shall be
reported under function code J999.

J510 Railway Equipnent. Loconotives of any type or gauge,

i ncluding steam conpressed air, straight electric, storage
battery, diesel electric, gasoline, electric, diesel mechanica
| oconotives, railway cars, and cabooses. Includes electrica
equi prent for | oconmotives and cars, notors, generators, wiring
supplies for railway tracks for both propul sion and signa
circuits, and on-board conmuni cations and control equi prent.

J511 Special Equipnent. Construction equipnent, weight |ifting,
power, and material handling equi prent (MHE)
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J512 Armanent. Small arms, artillery and guns, nuclear
muni ti ons, chemical, biological, and radiol ogical (CBR) itens,
conventional amunition, and all other ordnance itens. Excludes
armanent that is an integral part of another weapon or support
system

J513 Dining Facility Equipnent. Dining facility Kkitchen
appl i ances and equi pnent.

J514 Medical and Dental Equipnent. Medical and denta
equi prent .

J515 Containers. Textiles. Tents. and Tarpaulins. Containers,




tents, tarpaulins, other textiles, and organi zati onal cl othing.

J516 Metal Containers. Container Express (CONEX) containers,
gasol i ne contai ners, and other metal containers.

J517 Training Devices and Audi ovi sual Equi prent . Trai ni ng
devi ces and audi ovi sual equi pnent. Excl udes nmi nt enance of

| ocally fabricated devices and functions reported under codes
T807 and T900.

J519 Industrial Plant Equi prent. That part of plant equi pnent
with an acquisition cost of $3,000 or nore, used to cut, abrade,
grind, shape, form join, test, neasure, heat, or otherw se alter
the physical, electrical, or chem cal properties of nateriels,
conponents, or end items entailed in manufacturing, naintenance,
supply prpcessing, assenbly, or research and devel opnent
operations.

J520 Test, Measurenent, and Di agnostic Equi pnent. Test,

nmeasur enent, and di agnostic equi pnment (TMDE) that has resident in
it a programmabl e conputer. Included is equipnment referred to as
aut omat ed test equi pnent (ATE)

J521 Oher Test, Measurenent, and Diagnostic Equi pnent. Test,
nmeasur enment, and di agnostic equi pment not classified as ATE or
that does not contain a resident programmble conmputer. Includes
such items as electronic neters, armanent circuit testers, and

ot her specialized testers.

J522 Aeronautical Support Equipnent. Aeronautical support

equi prent excl uding TMDE (and ATE). |Includes such itens as
ground el ectrical power carts, aircraft towtractors, ground air
conditioners, engine stands, and trailers. Excludes aeronautica
equi prent reported under J501.
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J999 O her Internediate, Direct, or General Repair and
Mai nt enance of Equi pnent. This code will only be used for
unusual circunstances and will not be used to report
organi zations or work that can be accommodated under a
speci fically defined code.

DEPOT REPAI R, MAI NTENANCE, MODI FI CATI ON, CONVERSI ON, OR OVERHAUL
OF EQUI PMENT

Definition. The mmintenance performed on material that requires
maj or overhaul or a conplete rebuild of parts, assenblies,
subassenblies, and end itens, including the manufacture of parts,
nodi fications, testing, and reclamation, as required. Depot

mai nt enance serves to support |ower categories of naintenance.



Depot nmi ntenance provi des stocks of serviceabl e equi pment by
using nore extensive facilities for repair than are available in
| ower | evel maintenance activities. Depot or indirect

mai nt enance functions are identified by the type of equipnent

mai nt ai ned or repaired.

K631 Aircraft. Aircraft and associ ated equi pnent. |ncludes
armanent, el ectronics and conmuni cati ons equi pnent, engi nes, and
and other equipnent that is an integral part of an aircraft.
Aeronautical support equi pment not reported separately under code
K548.

K532 Aircraft Engines. Aircraft engines that are not repaired
while an integral part of the aircraft.

K333 Mssiles. Mssile systems and associ ated equi pnent.
I ncl udes mechani cal, el ectronic, and comuni cations equi prent
that is an integral part of missile systens.

K534 Vessels. All vessels, including armanent, el ectronics, and
conmuni cati ons equi pnent, and any ot her equi pnent that is an
integral part of a vessel

K535 Conbat Vehicles. Tanks, arnored personnel carriers, self-
propel led artillery, and other conbat vehicles. Includes
armanent, fire control, electronics, and comruni cati ons equi prent
that is an integral part of a tonbat vehicle.

K536 Nonconbat Vehicles. Autonotive equi pnent, such as tactica
support and adm nistrative vehicles. Includes electronic and
conmuni cati ons equi pnent that is an integral part of the vehicle.

K537 Electroni c and Communi cati ons Equi pment. Stationary,
nmobi | e, portable, and other el ectronics and comuni cations
equi prent. Excludes el ectronic and conmuni cati ons equi pnent t hat
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is an integral part of another weapon/support system
Mai nt enance of ADPE, not an integral part of a communications
systemis reported under functional code W825.

K538 Railway Equi pnment. Loconotives of any type or gauge,

i ncluding steam conpressed air, straight electric, storage
battery, diesel electric, gasoline, electric, diesel mechanica
| oconotives, railway cars, and cabooses. Includes electrica
equi prents for | oconotives and cars, notors, generators, wring
supplies for railway tracks for both propul sion and signa
circuits, and on-board conmunication and control equipnent.

K539 Special Equiprment. Construction equi prent, weight |ifting,
power, and materi el -handling equi prent.




K540 Armanent. Small arns; artillery and guns; nuclear
nmunitions, CBR itens; conventional ammunition; and all other
ordnance itens. Excludes arnanent that is an integral part of
anot her weapon or support system

K541 |Industrial Plant Equi pnent. That part of plant equipnent
with an acquisition cost of $3,000 or nore, used to cut, abrade,
grind, shape, form join, test, neasure, heat, or otherw se alter
the physical, electrical, or chemcal properties of materials,
conponents, or end itens entailed in manufacturing, naintenance,
supply, processing, assenbly, or research and devel opnent
operations.

K542 Dining Facility Equiprent. Dining facility kitchen
appl i ances and equi pnent. This includes field feedi ng equi pnent.

K543 Medical and Dental Equi pnent. Medical and denta
equi prent .

K544 Containers, Textiles, Tents, and Tarpaulins. Cont ai ners,
tents, tarpaulins, and other textiles.

K545 Metal Containers. CONEX containers, gasoline containers,
and other netal containers.

K546 Test Measurenent and Di agnostic Equi prent. Test
nmeasur enent and di agnosti c equi prent (TMDE) that has resident in
it a programmabl e conputer. Included is equipnment referred to as

aut omat ed test equi pnent (ATE)

K547 O her Test Measurenent and Di agnostic Equi pnent. Test
nmeasur ement and di agnosti c equi prent not classified as ATE or
that does not contain a resident programmble conmputer. |Includes
such items as electronic neters, armanent circuit testers, and
other specialized testers.
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K548 Aeronautical Support Equipnent. Aeronautical support

equi prent excl uding TMDE (and ATE). |Includes such itens as
ground el ectrical power carts, aircraft two tractors, ground air
conditioners, engine stands, and trailers. Excludes aeronautica
support equi prent reported under code K531

K999 O her Depot Repair, Mintenance, Modification, Conversion,
or Overhaul of Equipnent. This code will only be used for
unusual circunstances and will not be used to report

organi zations or work that can be acconmodat ed under a

speci fically defined code.




BASE MAI NTENANCE | MULTI FUNCTI ON CONTRACTS

P100 Base Maintenance/Miltifunction Contracts. Includes al
unbrel l a-type contracts where the contractor perforns nore than
one function at one or nore installations. (ldentify specific
functions as nonadd entries.)

RESEARCH, DEVELOPMENT, TEST, AND EVALUATI ON ( RDT&E) SUPPORT

R660 RDT&E Support. Includes all effort not reported el sewhere
directed toward support of installation or operations required
for research, devel opnent, test, and evaluation use. Included

are nmai ntenance support of |aboratories, operation and
mai nt enance of test ranges, and mai ntenance of test aircraft and
shi ps.

| NSTALLATI ON SERVI CES

S700 Natural Resource Services. Includes those CA' s that
provi de products or services that inplenent natural resource
management plans in the areas of fish, gane, wildlife, forestry,
wat er shed areas or ground water table, erosion control, and

m neral deposit managenment. Natural resources planning and
managenment is a Governnmental function and will not be reported.

S701 Advertising and Public Relations Services. |Includes CA's
responsi ble for advertising and public relations in support of
public affairs offices, installation newspapers and publications,
and information offices.

S702 FEinancial and Payroll Services. Includes CA's that prepare
payroll, print checks, escrow, or change payroll accounts for
personnel. Includes other services nornally associated with

banki ng operati ons.
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S703 Debt Collection. Includes CA's that nmonitor, record, and
coll ect debts incurred by overdrafts, bad checks, or delinquent
accounts.

S706 Installation Bus Services. Includes CA's that operate

| ocal, intrapost, and interpost schedul ed bus services. |Includes
schedul ed novenent of personnel over regular routes by
admi ni strative notor vehicles to include taxi and dependent

school bus services.

S706A Schedul ed Bus Servi ces.
S706B Unschedul ed Bus Servi ces.
S706C Dependent School Bus Services.



S706D O her Bus Services.

S708 Laundry and Dry O eaning Services. Includes CA' s that
operate and maintain |laundry and dry cleaning facilities.

S709 Custodial Services. Includes CA's that provide janitoria
and housekeepi ng services to nmamintain safe and sanitary
conditions and preserve property.

S710 Pest Managenent. |Includes CA's that provide contro
measures directed against fungi, insects, rodents, and other
pests.

S712 Refuse Collection and Di sposal Services. Includes CA s
that operate incinerators, sanitary fills, and regul ated dunps,
and performall other approved refuse collection and di sposa
servi ces.

S713 Food Services. |Includes CA s engaged in the operation and
admi ni stration of food preparation and serving facilities.

Excl udes operation of central bakeries, pastry kitchens, and
central meat processing facilities that produce a product and are
reported under functional area X934. Excludes hospital food
servi ce operations (under code H105).

S713A Food Preparation and Adm ni stration.
S713B Mess Attendants and Housekeepi ng Servi ces.

S714 Furniture. Includes CA's that repair and refurbish
furniture.

S715 O fice Equipnent. Includes CA's that maintain and repair
typewriters, calculators, and addi ng machi nes.

S716 Mdtor Vehicle Operation. Includes CA's that operate |oca
admi ni strative notor transportation services. Excludes
installation bus services reported in functional area S706.

S716A: Taxi Service
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S716B: Bus Service (unless in 5706).

S716C.  Motor Pool Operation.

S716D: Crane Operation (includes rigging, excludes those
listed in T800GQ .

S716E: Heavy Truck Operati on.

S716F: Construction Equi prent Operation

S7161: Driver/Qperator Licensing & Test.

S716J: O her Vehicle Operations (Light Truck/Auto).

S716K:  Fuel Truck Operati ons.

S716M  Tow Truck Operations.



S717 Mbdtor Vehicle Mintenance. |Includes CA's that perform

mai nt enance on autonotive equi pnent, such as support and

admi ni strative vehicles. Includes electronic and conmuni cations
equi prent that are an integral part of the vehicle.

S717A:  Uphol stery Mi ntenance and Repair.
S717B: d ass Repl acenment and W ndow Repair.
S717C.  Body Repair and Painting.

S717D:. Accessory Overhaul .

S717E: CGeneral Repairs/M nor Mintenance.
S717F. Battery Mi ntenance and Repair.
S717G Tire Maintenance and Repair.

S717H.  Maj or Conponent Overhaul .

S7171: Material Handling Equi pment Mi ntenance.
S717J: Crane Mai nt enance.

S717K:  Construction Equi prent Mi nt enance.
S717L: Frame and Wheel Alignnent.

S717M O her Mtor Vehicle Mintenance.

S718 Fire Prevention and Protection. Includes CA's that operate
and maintain fire protection and preventive services. |Includes
routi ne mai ntenance and repair of fire equipnent and the
installation of fire prevention equi pnent.

S718A: Fire Protection Engi neering.

S718B: Fire Station Adnministration.

S718C.  Fire Prevention.

S718D: Fire Station Qperations.

S718E: Crash and Rescue.

S718F: Structural Fire Suppression.

S718G  Fire & Crash/ Rescue Equi pnent Maj or Mai ntenance.
S718H Oher Fire Prevention and Protection.

S719 Mlitary Oothing. Includes CA's that order, receive,
store, issue, and alter military clothing and repair nmilitary
shoes. Excludes repair of organizational clothing reported under
code J515.

S724 CQuard Service. Includes CA s engaged in physical security
operations that provide for installation security and intransit
protection of military property fromloss or danage.
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S724A: Ingress and Egress Control. Regulation of person,
material, and vehicles entering or exiting a
designated area to provide protection of the
installation and Governnent property.

S724B: Physical Security Patrols and Posts. Mbile and
static physical security guard activities that
provi de protection of installation or Government

property.




S724C. Conventional Arms, Ammunition, and Expl osives (CAAE)
Security. Dedicated security guards for CAAE

S724D: Aninmel Control. Patrolling for, capture of, and
response to conpl ai nts about uncontroll ed,
danger ous, and disabled animals on mlitary
installations.

S724E: Visitor Information Services. Providing infornmation
to installation resident and visitors about street,
agency, unit, and activity |ocations.

S724F: Vehicl e | npoundnent. Renoval, accountability,
security, and processing of vehicle inmpounded on
mlitary installations.

S724G  Registration Functions. Admnistration, filing,
processing, and retrieval infornmation about
privately owned itenms that mnust be registered on
mlitary installations.

S725 Electrical Plants and Systems. Includes CA s that operate,
mai ntai n, and repair Government-owned el ectrical plants and
syst ens.

S726 Heating Plants and Systens. Includes CA's that operate,
mai ntai n, and repair Government-owned heating plants and systens
over 750,000 British Thermal Unit (BTU) capacity. Codes Z991 or
7992 will be used for systems under 750,000 BTU capacity, as
appl i cabl e.

S727 Water Plants and Systens. |Includes CA's that operate,
mai ntai n, and repair Government-owned water plants and systens.

S728 Sewage and Waste Plants and Systens. |Includes CA's that
operate, maintain, and repair Governnent-owned sewage and waste
pl ants and systens.

S729 Air Conditioning and Refrigeration Plants. |Includes CA's
that operate, maintain, and repair Government-owned air
conditioning and refrigeration plants over 5-ton capacity. Codes
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7991 or 7992 shall be used for plants under 5-ton capacity as
appl i cabl e.

S730 O her Services or Uilities. Includes CA's that operate,
mai ntai n, and repair other Government-owned services or
utilities.

S731 Base Supply Operations. Includes CA's that operate




centralized installation supply functions providing supplies and
equi prent to all assigned or attached units. Perforns all basic
supply functions to determine requirenents for all requisition
recei pt, storage, issuance, and accountability for nateriel

S732 Warehousing and Distribution of Publications. |ncludes
CA's that receive, store, and distribute publications and bl ank
forms.

S740 |Installation Transportation Office. Includes technical
clerical, and administrative CA's that support traffic nmanagenent
services related to the procurenment of freight and passenger
service fromcommercial "for hire" transportati on conpanies

Excl udes restricted functions that nust be perforned by

Gover nrent enpl oyees such as the review, approval, and signing of
docunents related to the obligation of funds; selection of node
or carrier; evaluation of carrier performance; and carrier
suspension. Excludes installation transportation functions
descri bed under codes S706, S716, S717, T810, T811, T812, and
T814.

S750 Miseum Operati ons

S760 Contractor-Cperated Parts Stores and Contractor- Cperated
Civil Engineering Supply Stores

S999 (O her Installation Services. This code will only be used
for unusual circunstances and will not be used to report

organi zations or work that can be accommodated under a
specifically defined code.

OTHER NONVANUFACTURI NG OPERATI ONS

T800 OCcean Terninal QOperations. Includes CA's that operate
termnals transferring cargo between overland and sealift
transportation. Includes handling of Government cargo through

commercial water term nals.

T800A: Pier Operations. Includes CA's that provide
stevedore and shi pwight carpentry operations
supporting the | oading, stowage, and discharge of
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cargo and containers on and off ships, and
supervi sion of operations at commercial piers and
mlitary ocean terninals.

T800B: Cargo Handling Equipnment. |Includes CA's that
operate and nmaintain barge derricks, gantries,
cranes, forklifts, and other materiel handling




equi prent used to handle cargo within the term na
ar ea.

T800C:. Port Cargo Operations. |Includes CA's that |oad and
unload railcars and trucks, pack, repack, crate,
war ehouse, and store cargo noving through the
termnal, and stuff and unstuf f containers.

T800D: Vehicle Preparation. Includes CA's that prepare
CGovernment and privately owned vehicles (POV's) for
ocean shi pnent, inspection, stowage in containers,
transportation to pier, processing, and issue of
i mport vehicles to owners.

T800E: Lunber Operations. Includes CA's that segregate
recl ai mabl e | unber from dunnage renoved from shi ps,
rail cars, and trucks; renmove nails; even |engths;

i nspect; and return the lunber to inventory for
reuse. Includes receipt, storage, and issue of new
[ unber .

T800F: Materiel Handling Equipnent (MHE) Operations.
Includes CA's that deliver MHE to user agencies,
perform onsite fueling, and operate special purpose
and heavy capacity equi prent.

T800G Crane Qperations. Includes CA's that operate and
perform first-echel on mai nt enance of barge derri cks,
gantries, and truck-nounted cranes in support of
vessel s and terminal cargo activities.

T800I: Oher Ccean Terminal Operations

T801 Storage and Warehousing. Includes CA s that receive
materiel into depots and other storage and warehousi ng
facilities, provide care for supplies, and issue and ship
materiel. Excludes installation supply in support of upit and
tenet activities described in S731

T801A: Receipt. Includes CA's that receive supplies and
rel ated docunents and information. This includes
materi el handling and rel ated actions, such as
materi el s segregati on and checking, and tallying
i ncident to receipt.

ENCLOSURE ( 4)
15

T801B: Packing and Crating of Household Goods. |Includes
CA' s perform ng packing and crating operations
described in T801H, incident to the novenment or
storage of househol d goods.




T801C: Shipping. Includes CA's that deliver stocks
wi thdrawn from storage to shipping. Includes
onl oadi ng and off | oadi ng of stocks from
transportation carriers, blocking, bracing, dunnage,
checking, tallying, and materiel handling in centra
shi pping area and rel ated docunentati on and
i nformati on operations.

T801D: Care, Rewarehousing, and Support of Materiel
Includes CA's that provide for actions that nmust be
taken to protect stocks in storage, including
physi cal handling, tenperature control, assenbly
pl acenent and preventive mai nt enance of storage
aids, and realigning stock conf iguration; provide
for movenent of stocks fromone storage location to
anot her and rel ated checking, tallying, and
handl i ng; and provide for any work being perforned
wi thin general storage support that cannot be
identified clearly as one of the subfunctions
descri bed above.

T801E: Preservation and Packaging. Includes CA s that
preserve, represerve, and pack materiel to be placed
in storage or to be shipped. Excludes application
of final (exterior) shipping containers.

T801F: Unit and Set Assenblv and Di sassenblv. |ncludes
CA's that gather or bring together itens of various
nonencl ature (parts, conponents, and basic issue
items) and group, assenble, or restore themto or
with an itens of another nomencl ature. (such as
parent end item or assenblage) to pernit shipnent
under a single docurment. This also includes
bl ocki ng, bracing, and packi ng preparations within
the i nner shipping container; physical handling and
| oadi ng; and reverse operation of assenbling such
units.

T801G  Special Processing of Non Stock Fund- Owned Materi el
I ncl udes CA's performing special processing actions
descri bed bel ow that must be performed on Inventory
Control Point (1CP)-controlled, nonstock fund-owned
materiel by technically qualified depot maintenance
personnel, using regular or special maintenance
tools or equiprment. Includes disassenbly or
reassenmbly or reserviceable ICP-controlled materi el
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bei ng readi ed for novenment, in-house storage, or

out - of - house | ocati on such as a port to a conmerci al
or DoD-operated mai ntenance or storage facility,
property disposal or demlitarization activity,



i ncl udi ng bl ocki ng, bracing, cushioning, and
packi ng.

T801H: Packing and Crating. Includes CA's that place
supplies in their final, exterior containers ready
for shipnent. |Includes the nailing, strapping,
seal i ng, stapling, asking, marking, and wei ghing of
the exterior container. Also, includes all physica
handl i ng, unl oadi ng, and | oading of materiel within
the packing and shi pping area; checking and tallying
materiel in and out; all operations incident to
packi ng, repacking, or recrating for shipnent,

i ncluding on-line fabrication of tailored boxes,
crates, bit inserts, blocking, bracing and

cushi oni ng shroudi ng, overpacking, containerization
and the packing of materiel in transportation

contai ners. Excludes packi ng of househol d goods and
personnel effects reported under code T801B

T801l: Oher Storage and Warehousi ng

T802 Cataloging. Includes CA's that prepare supply catal ogs and
furnish catal oging data on all items of supply for distribution
to all echel ons worldw de. Includes catalog files, preparation
and revision of all itemidentifications for all logistics

functions; conpilation of Federal catal og sections and allied
publication; devel opment of Federal itemidentification guides,
and procurenent identification descriptions. Includes printing
and publication of Federal supply catalogs and related allied
publicati ons.

T803 Acceptance Testing. Includes CA's that inspect and test
supplies and materiel to ensure that products neet m nimum

requi renents of applicabl e specifications, standards, and sinilar
technical criteria; |aboratories and other facilities with

i nspection and test capabilities; and activities engaged in
producti on acceptance testing of anmunition, aircraft armanent,
mobility materiel, and other nilitary equi pment.

T803A: Inspection and testing of oil and fuel.
T803B: O her Acceptance Testing.

T804 Architect-Engineering Services. Includes CA s that provide
Architect/Engi neer (A/E) services. Excludes Engi neering
Techni cal Services (ETS) reported in functional area T813, and
those required under the Brooks Act (P.L. 92-582).
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T805 Operation of Bulk Liquid Storage. Includes CA s that
operate bul k petrol eum storage facilities. |Includes operation of
of f-vessel discharging and loading facilities, fixed and portable




bul k storage facilities, pipelines, punps, and other related
equi pment within or between storage facilities or extended to
usi ng agenci es (excludes aircraft fueling services); handling of
drunms within bulk fuel activities. Excludes aircraft fueling
services reported under code T814.

T806 Printing and Reproduction. Includes CA's that print,
duplicate, and copy. Excludes user-operated office copying
equi prent .

T807 Audiovisual and Visual Information Services. |Includes CA's
that provide base audi ovi sual (AV) and visual information (VI)
support, production, depositories, technical docunentation, and
br oadcasti ng.

T807A: Base VI Support. Includes CA's that provide
production activities that provide general support
to all installation, base, facility or site,
organi zations or activities. Typically, they supply
notion picture, still photography, television, and
audi o recording for nonproduction documentary
purposes, their | aboratory support, graphic arts, WV
libraries, and presentation services.

T807B: AV Production. |Includes CA's that provide a self-
cont ai ned, compl ete presentation, devel oped
according to a plan or script, conbining sound wth
nmotion nmedia (film tape or disc) for the purpose of
conveying information to, or conmunicating with, an
audi ence. (An AV production is distinguished froma
VI production by the absence of conbi ned sound and
notion media in the latter.)

T807C. VI Depositories. Includes CA's that are especially
desi gned and constructed for the | ow cost and
efficient storage and furnishing of reference
service on semcurrent records pending their
ultimate disposition. Includes records centers.

T807D: VI _Technical Docunentation. Includes CA s that
provi de a technical documentation (TECDOC) which is
a continuous visual recording (with or wthout sound
as an integral documentation conponent) of an actua
event made for purposes of evaluation. Typically,
TECDOC contributes to the study of human or
nmechani cal factors, procedures and processes in the
context of medicine, science |logistics, research
devel opnent, test and evaluation, intelligence,
i nvestigations and armanent delivery.
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T807E: Electronic Media Transm Ssion. | ncl udes CA's that




transmt and receive audio and video signals for
closed circuit local and | ong distance nmulti-station
net wor ki ng and broadcast operations.

T807F: VI _Docunentation. Includes CA's that provide notion
nedia (filmor tape) still photography and audio
recordi ng of technical and nontechnical events, as
they occur, usually not controlled by the recording
crew. VI docunentation (VIDQC) enconpasses
Qperational Docunentation (QPDOC) and TECDOC. QPDOC
is VI (photographic or electronic) recording of
activities, or nultiple perspectives of the sane
activity, to convey infornmation about people,
pl aces, and things.

T807G AV Central Librarv (lnventorv Control Point).
Includes CA's that receive, store, issue, and
mai ntain AV products at the central library |evel
May or may not include records center operations for
AV products.

T807K: AV or VI Design Service. Includes CA's that provide
pr of essi onal consultation services involving the
sel ection, design, and devel opnent of AV or VI
equi prent or facilities.

T808 Mapping and Charting. Includes CA's that design, conpile,
print, and di ssem nate cartographi c and geodetic products.

T809 Adnministrative Tel ephone Service. Includes CA s that
operate and nmaintain the comopn-user, administrative tel ephone
systenms at DoD installations and activities. Includes telephone

operator services; range comuni cations; energency action
consol es; and the cable distribution portion of a fire alarm

i ntrusi on detection, emergency nonitoring and control data, and
simlar systems that require use of a tel ephone system

T810 Air Transportation Services. Includes CA's that operate
and maintain nontactical aircraft that are assigned to conmands
and installations and used for adninistrative novenent of
personnel and suppli es.

T811 Water Transportation Services. Includes CA's that operate
and maintain nontactical watercraft that are assigned to conmands
and installations and are used for adninistrative novenment of
personnel and suppli es.

T811A: \Water Transportation Services (except tug
operations).
T811B: Tug Operations.
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T812 Rail Transportation Services. |Includes CA's that operate
and maintain nontactical rail equipnment assigned to comands and
installation and used for adm nistrative novenent of personne
and supplies.

T813 Engineering and Technical Services. Includes CA' s that
advi se, instruct, and train DoD personnel in the installations,
operation, and nai ntenance of DoD weapons, equi pnent, and

syst ens.

These services include transmtting the technical skil
capability to DoD personnel in order for themto install

mai ntai n, and operate such equi pnment and keep it in a high state
of mlitary readi ness.

T813A: Contractor Plant Services. |Includes conmerci al
manuf acturers of mlitary equi pnent contracted to
provi de technical and engi neering services to DoD
personnel. Qualified enpl oyees of the manufacturer
furni sh these services in the manufacturer plants
and facilities. Through this program the special
skills, know edge, experience, and technical data of
the manufacturer are provided for use in training,
training aid prograns, and other essential services
directly related to the devel opnent of the technica
capability required to install, operate, maintain,
supply, and store such equi pnent.

T813B: Contract Field Services (CES). Includes CA s that
provi de services of qualified contractor personne
who provide onsite technical and engi neering
services to DoD personnel

T813C: In-house Engineering and Technical Services.
Includes CA's that provide technical and engi neering
services described in codes T813A and T813B above
that are provided by Government enpl oyees.

T813D: O her Engineering and Technical Services

T814 Fueling Service (Aircraft). Includes CA's that distribute
avi ati on petrol eunmfoil/lubricant products. Includes operation of
trucks and hydrants.

T815 Scrap Metal Operation. Includes CA's that bale or shear
nmetal scrap and nelt or sweat al um num scrap

T816 Tel ecommuni cation Centers. |Includes CA's that operate and
mai ntai n tel ecormuni cation centers, nontactical radios, autonatic
nmessage di stribution systens, technical control facilities, and
other systens integral to the comunication center. |ncludes
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operations and nai ntenance of air traffic control equi pnment and
facilities.

T817 O her Conmuni cations and El ectronics Systems. |ncludes
CA's that operate and maintain comuni cations and el ectronics
systens not included in T809 and T816.

T818 Systens Engineering and Installation of Communications
Systens. Includes CA's that provide engineering and installation
services, including design and drafting services associated with
functions specified in T809, T816, and T817.

T819 Preparation and Di sposal of Excess and Surplus Property.
Includes CA's that accept, classify, and di spose of surplus
Government property, including scrap netal.

T820 Adnministrative Support Services. |Includes CA' s that
provide centralized adm ni strative support services not included
specifically in another functional category. These activities
render services to multiple activities throughout an organi zati on
or to multiple organizations; such as, a steno or typing poo

rather than a secretary assigned to an individual. Typica
activities included are word processing centers, reference and
technical libraries, mcrofilmng, nessenger service, translation

services, publication distribution centers, etc.

T820A: Word Processing Centers.

T820B: Reference and Technical Libraries.

T820C: Mcrofilmng

T820D: Internal Mil and Messenger Services.

T820E: Transl ation Services.

T820F: Publication Distribution Centers.

T820G Field Printing and Publication. Includes those
activities that print or reproduce official
publications, regul ations, and orders. Includes
managenment and operation of the printing facility.

T820H:  Conpliance Auditing.

T8201: Court Reporting.

T821 Special Studies and Analyses. Includes CA s that perform
research, collect data, conduct tine-notion studies, or pursue

ot her planned met hodol ogy in order to analyze a specific issue,
system device, board, plane, or vehicle for managenent.

Such activities may be tenporary or permanent in nature.

T821A: Cost Benefit Anal yses.

T821B: Statistical Analyses.

T821C. Scientific Data Studies.

T821D: Regul atory Studi es.

T821E: Defense, Education, Energy Studies.
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T821F: Legal/Litigation Studies.
T821G  Managenent Studies

T900 Training Devices and Sinulators. |ncludes CA' s that
provide training aids, devices, sinulator design, fabrication
i ssue, operation, nmaintenance, support, and services.

T900A: Training Aids, Devices, and Sinulator Support.
Includes CA's that design, fabricate, stock, store,
i ssue, receive, and account for and naintain
training aids, devices, and sinulators (does not
i ncl ude audi ovi sual production and associ at ed
services or audiovisual support.)

T900B: Training Device and Sinulator ODeration. Includes
CA's that operate and maintain training device and
si mul at or systens.

T999 O her Nonmanuf acturing Operations

EDUCATI ON_ AND TRAI NI NG

I ncludes CA's that conduct courses of instruction attended by
civilian or mlitary personnel of the Departnent of Defense.
Term nol ogy of categories and subcategories primarily for
mlitary personnel (marked by an asterisk) follows the
definitions of the statutory MIlitarv Manpower Training Report
submitted annually to the Congress. This series includes only
t he conduct of courses of instruction; it does not include
education and training support functions (that is, Base
Operations Functions in the S series and Nonnmanuf act uring
Qperations in the T series). A course is any separately
identified instructional entity or unit appearing in a forma
school or course catal og.

ULlOO0 Recruit Training.* The instruction of recruits.

U200 Oficer Acquisition Training.* Progranms concerned with
of ficer acquisition training.

U300 Specialized Skill Training.* Includes Army One-Station
Unit Training, Naval Apprenticeship Training, and health care
traini ng.

U400 Flight Training.* Includes flight famliarization
traini ng.

U500 Professional Devel opnent Education *
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U510 Professional Mlitary Education.* Generally, the conduct
of instruction at basic, internediate, and senior mlitary
service schools and col |l eges and enlisted | eadership training
does not satisfy the requirenents of the definition of a DoD CA
and is excluded fromthe provision of this O der

U520 G aduate Education, Fully Funded, Full-Tine *

U530 O her Full-Tinme Education Proaram *

U540 O f-Duty (Voluntary) and On-Duty Education Programs. *

I ncl udes the conduct of Basic Skills Education Program (BSEP),
Engli sh as a Second Language (ESL), skill devel opment courses,
graduat e, undergraduate, vocational/technical, and high schoo
conpl etion prograns for personnel w thout a diplona.

U600 Civilian Education and Training. Includes the conduct of
courses intended primarily for civilian personnel

U700 Dependent Education. Includes the conduct of elenentary
and secondary school courses of instruction for the dependents of
DoD over seas personnel

UB00 Training Devel opnent and Support (not reported el sewhere)

W99 Oher Training. This code will only be used for unusua
circunmstances and will not be used to report organizations or
wor k that can be acconmmopdat ed under a specifically defined code.

AUTOVATI C DATA PROCESSI NG

W24 Data Processing Services. |Includes CA's that provide ADP
processi ng services by using Governnent-owned or -I|leased ADP
equi pent; or participating in Government-w de ADP sharing
program or procuring of time-sharing processing services
(machine time) fromcomercial sources. Includes all types of
dat a processing services performed by general purpose ADP and
peri pheral equi prent.

WB24A: (Operation of ADP Equi prent.

WB24B: Production Control and Custoner Service.

W824C: ADP Magnetic Media Library.

W824D: Data Transcription/Data Entry Services.

WB24E: Transm ssion and Tel eprocessi ng Equi pnent Servi ces.
WB24F: Acceptance Testing and Recovery Systens.

W824G  Punch Card Processing Services.

WB24H. (Ot her ADP Operations and Support.

W825 Maintenance of ADP Equi pnent. Includes CA's that maintain
and repair all Government-owned ADP equi pnent and peri phera
equi prent .
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W826 Systens Design, Devel opnent, and Program ng Services.
Includes CA's that provide software services associated with
nont acti cal ADP operation

WB26A: Devel opnent and Mai ntenance of Applications
Sof t war e.
WB26B: Devel opment and Mai ntenance of Systens Software

WB27 Software Services for Tactical Comuters and Aut omated Test

Equi prent. I ncludes CA s that provide software services
associated with tactical computers and ThDE and ATE har dware.

W99 O her Automatic Data Processing. This code will only be
used for unusual circunstances and will not be used to report
organi zations or work that can be accommbdated under a

speci fically defined code.

PRODUCTS MANUFACTURED AND FABRI CATED | N- HOUSE

Conmmercial activities that manufacture and/or fabricate products
i nk- house are grouped according to the products predon nantly
handl ed as foll ows:

X931 Odnance Equipnent. Anmmunition and related products.

X932 Products made from Fabric or Simlar Mterials. I ncl udi ng
the assenbly and manufacture of clothing, accessories, and canvas
products.

X933 Container Products and Related Itenms. |ncluding the

desi gn, engineering, and manufacture of wooden boxes, crates, and
other containers; including the fabrication of fiberboard boxes,
and assenbly of paperboard boxes with netal straps. Excludes on-
line fabrication of boxes and crates reported in functional area
T801.

X934 Food and Bakery Products. |Including the operation of
central meat processing plants, pastry kitchens, and bakery
facilities. Excludes food services reported in functional areas
S713 and H105.

X935 Liquid, Gaseous, and Chemical Products. Including the
providing of liquid oxygen and |liquid nitrogen

X936 Rope, Cordage, and Twi ne Products; Chains and Metal Cable
Pr oduct s

X937 Logging and Lunber Products. Logging and sawn |
operations.




ENCLOSURE ( 4)
24

X938 Conmuni cations and El ectroni c Products

X939 Construction Products. The operation of quarries and pits,
i ncludi ng crushing, mxing, and concrete and asphalt batching
pl ants.

X940 Rubber and Pl astic Products

X941 Optical and Rel ated Products

X942 Sheet Metal Products

X943 Foundry Products

X944 Machi ned Parts

X999 O her Products Manufactured and Fabricated |n-House. This
code will only be used for unusual circunmstances and will not be
used to report organi zations or work that can be acconmopdat ed
under a specifically defined code.

MAI NTENANCE, REPAIR, ALTERATI ON, AND M NOR CONSTRUCTI ON OF REAL
PROPERTY

7991 Buildings and Structures--Fanily Housing. Includes CA's
that are engaged in exterior and interior painting and gl azing;
roofing, interior plunbing; interior electric; interior heating
equi prent, including heat sources under 750,000 BTU capacity;
installed food service and rel ated equi prent; air conditioning
and refrigeration under a 5-ton capacity; elevators; and other
equi prent affi xed as part of the building and not included in
other activities. Includes fencing, flagpoles, and other

m scel | aneous structures associated with fam |y housing.

Z991A: Rehabilitation--Tenant Change

Z991B: Roofi ng.

Z991C. d azing.

Z991D: Tiling.

Z991E: Exterior Painting.

Z991F: Interior Painting.

Z991G  Fl ooring.

Z991H. Screens, Blinds, etc.

Z9911: Appliance Repair

7991J: Electrical Repair. Includes elevators, escal ators,
and novi ng wal ks.

Z991K: Pl unbi ng.

Z991L: Heating Mi ntenance.

Z991M  Air Conditioni ng Miintenance



Z991N:. Energency/ Service Wrk
Z991T: O her Work.
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7992 Buildings and Structures (G her than Family Housing).
Includes CA's that are engaged in exterior and interior painting
and gl azing; roofing, interior plunbing; interior electric;

i nterior heating equipnent, including heat sources under 750,000
BTU capacity; installed food service and rel ated equi pnent; air
conditioning and refrigeration under a 5-ton capacity; elevators;
and ot her equi pnent affixed as part of the building and not
reported under other functional codes. |ncludes fencing,

fl agpol es, guard and watch towers, grease racks, unattached

| oadi ng ranps, training facilities other than buildings,
nmonument s, grandstands and bl eachers, el evated garbage racks, and
ot her m scell aneous structures.

Z992A: Rehabilitation--Tenant Change

Z992B: Roofi ng.

Z992C. d azing.

Z992D: Tiling.

Z992E: Exterior Painting.

Z992F: Interior Painting.

7992G  Fl ooring.

Z992H. Screens, Blinds, etc.

Z9921: Appliance Repair

7992J): Electrical Repair. Includes elevators, escal ators,
and novi ng wal ks.

Z992K: Pl unbi ng.

Z992L: Heating Mintenance.

Z992M  Air Conditioni ng Mintenance

Z992N:  Energency/ Servi ce Work.

Z992T: Other Wrk.

7993 Gounds and Surfaced Areas. Commercial activities that
mai ntain, repair, and alter grounds and surfaced areas defined in
codes Z993A, B, and C, bel ow

Z993A: Gounds (Inproved). Includes inproved grounds,
including lawns, drill fields, parade grounds,
athletic and recreational facilities, cenmeteries,
ot her ground areas, |andscape and wi ndbreak pl ants,
and accessory drai nage systens.

Z993B: Gounds (O her than Inproved). Snall arnms ranges,
antenna fields, drop zones, and firebreaks. Also
grounds such as wildlife conservation areas,
maneuver areas, artillery ranges, safety and
security zones, desert, swanps, and sinilar areas.

Z7993C. Surfaced Areas. Includes airfield pavenment, roads,




wal ks, parking and open storage areas, traffic signs
and marki ngs, storm sewers, culverts, ditches, and
bridges. Includes sweeping and snow renoval from
streets and airfields.
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Z997 Railroad Facilities. Includes CA's that naintain, repair,
and alter narrow and standard gauge two-rail tracks, including
spurs, sidings, yard turnouts, frogs, switches, ties, ballast,
and roadbeds, with accessories and appurtenances, drai nage
facilities, and trestles.

7998 Waterways and Waterfront Facilities. |Includes CA's that
mai ntain, repair, and alter approaches, turning basin, berth
areas and mmi ntenance dredgi ng, wharves, piers, docks, ferry
racks, transfer bridges, quays, bul kheads, marine railway

dol phi ns, mooring, buoys, seawalls, breakwaters, causeways,
jetties, revetnments, etc. Excludes waterways naintained by the
Armmy Corps of Engineers (COE) rivers and harbors programs. Al so
excl udes buil di ngs, grounds, railroads, and surfaced areas

| ocated on waterfront facilities.

Z999 (O her Maintenance, Repair, Alteration, and M nor
Construction of Real Property. This code will only be used
for unusual circunstances and will not be used to report
organi zations or work that can be accommodat ed under a
specifically defined code.

ENCLOSURE ( 4)
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Codes For Denoting Compelling Reasons For |n-house CA
Operations and Reasons For Contract Performance or Pl anned
Changes in Method of Performance

1. The followi ng codes shall be used to denote conpelling reason
for in-house CA operations. The code shall be used in dBASE I
Plus file: ARECORDS. DBF, field name: REASON | H.

Code Expl anati on




2

A

b

I ndi cates that the CA has been retained in-house
for national defense reasons in keeping with
subparagraph 9.h. (1) (a) of this Oder, other than
CA's reported under code "c", bel ow

Indicates that the CA is retained in-house because
the CAis essential for training or experience in
required mlitary skills, or the CAis needed to
provi de appropriate work assignnents for a
rotati on base for overseas or sea-to-shore
assignments, or the CA is necessary to provide
career advancenent to a needed nmilitary skil

| evel in keeping with subparagraph 9h(1) (a) of
this O der.

I ndi cat es procurement of a product or service from
a conmmerci al source woul d cause an unacceptabl e
delay or disruption of an essential Marine Corps
program

I ndicates that there is no adequate conmerci al
source capabl e of providing the product or service
needed.

I ndi cates that a cost conpari son has been
conducted and that the Government is providing the
product or service at a lower total cost as a
result of cost comnparison.

I ndi cates that the CA is being perforned by DoD
personnel now, but the decision to continue in-
house or convert to contract is pending the
results of a schedul ed cost conparison

I ndi cates that the CA is being perforned by DoD
enpl oyees now but will be converted to contract
because of cost conparison analysis results.

ENCLOSURE ( 5)

Expl anati on

I ndi cates that the CA is being perforned by DoD
enpl oyees now, but a decision has been nade to
convert to contract for reasons other than cost.

I ndicates the Reviewis in process.
I ndi cates that the installation conmander i s not

scheduling this CA for cost study under the
provi si ons of Congressional authority.



Y Indicates that the CA is retained in-house
because the cost study exceeded the tinme frane
prescri bed by | aw.

z Indicates that the CA is retained in-house for
reasons not included above (i.e., a |law, Executive
Order, treaty, international agreenent, base
closure, realignnment or consolidation, awaiting

HQWC r esponse).

2. The follow ng codes shall be used to denote conpelling reason
for contract performance of CA operations. The code shall be

used in dBASE Il Plus file: BRECORDS. DBF, field nane:
REASON_CON.

Code Expl anati on

L I ndi cates that a private or conmerci al

source is providing the product or
service at a lower total cost than if it
were provi ded by the Governnent.

M I ndi cates that the procurenment of a
product or service froma private or
conmer ci al source was based on reason(s)
other than cost. This code will be used
only in extraordi nary circunstances. A
list of functions perfornmed by contract
for reasons other than cost wll
acconpany the report and will include
the follow ng information: functiona
code; private, comercial source
princi pal place of performance; and
reason for contract performance.

P I ndi cates that the function is
contracted now but a decision to remain
under contract or convert to in-house
performance is pending the results of a
cost conparison anal ysis.

ENCLOSURE ( 5)

2
3. Use of other Codes. An "N' reason code will be used in field
nanme: REASON |IH or REASON CON only if the CAis new Al
existing CA's were reviewed during FY88. If this reason code is
used, do not nmke an entry in field name: YR APPROVE. A
narrative justification will be provided with the inventory

report if this reason code is used. No reason codes, other than
those |isted above shall be used in the inventory subm ssion
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MCO 4860. 3D
14 JAN 1992
Formats for Required Reports

1. The appendi ces of this enclosure provide sanple formats for
each report specified in this Order and/or provide additional
information to assist in the preparation of the reports.

2. The follow ng provides a summary of the appendi ces and the
appendi x title:

APPENDI X TITLE
A I nvent ory Procedures
B Deci sion Summary for In-house CA Revi ews

RCS DD- 4860- 06

C Deci sion Summary for Contract CA Revi ews
RCS DD- 4860- 09

D Direct Conversion of Conmercial Activities
Performed by 11 to 45 Civilian Enpl oyees
RCS DD- 4860-12

E Direct Conversion of Commercial Activities
Performed by 10 or Fewer Civilian Personnel
RCS DD 4860- 11

F Deci sion Notification Sunmary: Results of
Cost Conpari son
RCS DD- 4860- 07

G Instructions for Preparing Cost Conparison
and Direct Conversion/Sinplified Cost
Conpari son Records
RCS DD- 4860- 10, External RCS DD P&L(Q
1542

H Cost Study Status Report
RCS DD- 4860- 08

ENCLOSURE ( 6)
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I NVENTORY PROCEDURES

Report Synbol DD-4860-03,
Ext ernal RCS DD- P&L( A) 1540

1. dBASE IIl Plus file name "ARECORDS. DBF' is used to collect

i nformati on on existing in-house CA's. The followi ng information
provides the field nanes and data description for preparing the
i nventory for in-house CA's:

DATA
FI ELD NAME TYPE 1/ | NSTRUCTI ONS

Desi gnat or C Enter an "A" to designate that the
data to follow on this record
pertains to a particular CA
performed in-house.

State N Enter the two-digit nuneric code
for state, U S. territory, or
possession as shown in enclosure

(7).

uc AN Enter the U C of the reporting
conponent that is applicable to the
function(s) being reported. UC s
are contained in the NavConpt
Manual , Vol ume 2, Chapter 5.

Functi on AN Enter the appropriate function/-
subfuncti on code as shown in
enclosure (4). |If type of function
i s described as al pha 999 (other),
a typed list identifying the type
of function nust acconpany the
i nventory report.

IHCv N Enter the total (full-time, part-
time, tenporary) in-house civilian
wor k- year equi val ents applied
directly to the performance of the
function/subfunction during the
fiscal year. Supervisory,
admi ni strative, and supply worKk-
years chargeable to the
function/subfunction and actually
applied during the fiscal year
shoul d be included. Work-year
equi val ents are cal cul ated by

Appendix A to



FI ELD NAMVE

IHC v (con't)

Mlitary

FT Civ

Appendi x A to

DATA
TYPE

ENCLOSURE ( 6)
6-A- 1

| NSTRUCTI ONS

di viding the total workhours
(including | eave) by 2,087 or the
total work-hours (excluding |eave)
by 1,744. Round off to the nearest
whol e wor k-year equi val ent.

NOTE: The total work-year
equi val ents shown in this
field nust equal the tota
wor k- year equi val ents shown
in fields: Tenp_C v and
FT G v.

Enter the total nilitary work-year
equi val ents applied to the
performance of the function in the
fiscal year. Supervisory,

admi ni strative, and supply worKk-
years chargeable to the
function/subfunction and actually
applied during the fiscal year
shoul d be included. Work-year
equi val ents are cal cul ated by

di viding the total work-hours
(including | eave) by 2,087 or the
total work-hours (excluding |eave)
by 1,744. Round off to the nearest
whol e wor k-year equi val ent.

NOTE: The total work-year
equi val ents shown in this
field nust equal the tota
wor k- year equi val ents shown
in fields: Assn_MI1 and
Add_M I .

Enter that portion of field

"IH G v" which represents full-
time permanent civilian work-year
equi val ent s.

NOTE: This does not necessary
reflect the authorized
civilian positions as shown
on the Tabl e of Organization



ENCLOSURE ( 6)

FI ELD NAMVE

FT Civ (con't)

Temp_Ci v

Assn_M |

Add_M |

Bl ank

DATA
TYPE

6-A-2

| NSTRUCTI ONS

(T/O. Individuals nmay have
been tenporarily detailed to
performwork in a different
function or positions nay
have been vacant during the
year that is being reported.

Enter that portion of field
"IH G v" which represents
tenporary, part-time, etc.
civilian work-year equival ents.

Enter that portion of field
"Mlitary" which represents
assigned mlitary work-year
equi val ent s.

NOTE: This does not necessarily
reflect the total of the
aut horized nmilitary posi -
tions as shown on the T/ O
Mlitary positions may have
been vacant during the
reporting period or may have
been detailed to perform
wor k in another function

Enter that portion of field
"Mlitary" which represents
mlitary work-year equivalents
applied to the performance of the
function, of additional duty
mlitary not officially assigned or
chargeable to the function. This
woul d al so include fleet assistance
personnel (FAP) which are being
used to performthe function
Exanmpl es could include food service
attendants, grounds nai nt enance
duties, janitorial duties, or guard
duties perfornmed as additiona
duties over and above nor mal
assigned functions.

Leave this field bl ank

Appendix A to
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DATA
FI ELD NAMVE TYPE | NSTRUCTI ONS

Reason_| H C Enter the reason for the current
i n-house operation of the CA as
shown in enclosure (5). A "Z" code
shoul d be entered if a review was
submitted and a response from
Headquarters has not been received.
There should be no "N' codes since
all functions should have been
reviewed in FY88 (CMC letter dated
30 March 1988 and CMC Washi ngt on DC
131840Z Feb 89).

Yr _Approve N Enter the two ternminal digits of
the nmost recent fiscal year in
whi ch approval was granted for the
met hod of perfornmance of the CA
There should be an entry in this
field for all records. If a "Z"
code was entered in field
"Reason IH' to indicate a review
was submitted and a response from
Headquarters is forthcom ng, enter
the fiscal year that the review was
submitted.

Next Revi ew N Enter the two ternminal digits of
the fiscal year in which the next
review of the CAis scheduled to
begin. This field will normally be
5 years after the year entered in
field "Yr_Approve".

2. dBASE Ill Plus file nane "BRECORDS. DBF' is used to coll ect

i nformation on existing contracted CA's costing $100, 000 or nore.
CA's costing less than $100,000 are not reported. A separate
record is required for each contract if nore than one contract is
used to support a particular function. The follow ng information
provides the field nanes and data description for preparing the

i nventory for contracted CA's:

Desi gnat or C Enter a "B" to designate that the
data to follow on this record
pertains to a particular CA
performed by contract.

Appendi x A to
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FI ELD NAMVE

State

uc

Bl ank

Contr _Vkyr

Contr_Cost

Reason_Con

Yr _Approve

6- A-4

Enter the two-digit nuneric code
for state, U S. territory, or
possessi on as shown in enclosure

Enter the U C of the reporting
conponent that uses the contract
support service. UC s are
contai ned in the NavConpt Manual

Leave this field bl ank

Enter an estimate of the nunmber of
wor k-years that woul d have been
required if the contract workl oad
had been performed in-house during
the fiscal year covered by the

Enter the total actual annual cost
of the service contract used to
support the function during the
fiscal year covered by the report.
I ncl ude any incentive premni um
paynments made to the contractor
Contracts for supplies and
materials are not to be reported.
Express costs in thousands of
dol I ars rounded off to the nearest

Enter the reason for contract
operation of the CA as shown in
encl osure (5). An "N' should be
entered if the contract has never
been revi ewed and approved. Enter
an "M if "SB" is entered in field

DATA
TYPE | NSTRUCTI ONS
N

(7).
A/'N

Vol ume 2, Chapter 5.
C
N

report.
N

t housand.
C

"Smal | _Busi .
N

Enter the two ternminal digits of
the nmost recent fiscal year in

whi ch the continuation of the
contract was approved. Leave this

Appendix A to
ENCLOSURE ( 6)
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FI ELD NAMVE

Yr _Approve (con’'t)

Next Revi ew

Bl ank

GOCO_Code

Appendix A to
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DATA
TYPE

| NSTRUCTI ONS

field blank if the contract has not
previously been revi ewed and
approved and an "N' was entered in
field "Reason_Con."

Enter the two ternminal digits of
the fiscal year in which the next
review of the contracted CAis
schedul ed to begin. CA's perforned
by contract (other than a smal

busi ness set-aside or section 8(a))
will be reviewed prior to contract
expiration or prior to the
execution of any contract option
provi sion. Consequently, this
field will normally be 1 year after
the date reflected in field
"Yr_Approve." Small business set-
asi de and section 8(a) contracts
will not be reviewed under the CA
Program however, prudent
contracting requires that each
contract be examined prior to
contract expiration or prior to the
execution of any contract option
provision. Accordingly, this field
shoul d also reflect 1 year after
the date reflected in field
"Yr_Approv" for authorized set-

asi de contracts.

Leave this field bl ank

Enter a "Y' if the contractor
operates a Gover nnent - owned
facility to performthis function;
a laundry and dry cl eaning

facility which is Governnent - owned
but operated by a contractor. This
shoul d not be confused with a
contract where the contractor
performs work in a Government -
owned facility, such as custodi al

6-A-6



DATA
FI ELD NAMVE TYPE | NSTRUCTI ONS

GOCO _Code (con’'t) services. Enter a "C' if the
function is perfornmed by contract
in a contractor-owned facility.
Leave this field blank if neither
"Y' or "C' applies.

Snmal | _Busi C Enter "SB" if the contract is a
smal | busi ness set-aside or a

section 8(a) contract. O herwi se,
| eave bl ank.

NOTE: 1/ "C' denotes al pha character; "N' denotes nuneric
character.

Appendix A to
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DECI SI ON SUMMARY FOR | N- HOUSE CA REVI EVB
Report Symnbol DD-4860-06

1. Command Submitting Reviev:

2. CA Function Code and Nane:

3. Date Last Revieved (YYXXDD):

4. Conpiling reason code for Current Method of Perfornmance, as
approved on 3. above:

5. Recommended Deci si on:
a. Performin-house because:

1. The CA is operated by nilitary personnel who are
assigned to the activity and:

(a) the CA or mlitary personnel assigned are



used in or subject to deploynent in a direct conbat support role.

(b) the CAis essential for training in

mlitary skills that are exclusively mlitary in nature.

(¢) the CAis needed to provide a rotation base
for overseas or seal/shore assignnents.

(dy the CA is needed to provide career
progr essi on.

2. The CA's workl oad consists of providing:

(a) i nternedi ate | evel nmintenance.
(by depot | evel naintenance
(¢) ot her core logistics functions.

If either 5a2(a), (b), or (c) apply, explain in paragraph 8 why
the needed capability cannot be supplied by a conmercial source
or by a contract operation of Governnent-owned facilities.

3. The function nmeets the requirenents of a
Governmental function in its entirety. (Provide a narrative
justification at paragraph 8 and identify the mission, duties,

and responsibilities which make the total function Governnental.)

Appendix B to
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4, No satisfactory conmercial source is available

(At paragraph 8, indicate the dates and page nunbers of notices
pl aced in the Comrerce Business Daily.)

5 Use of a commrercial source would delay or

di srupt a Marine Corps program (provide a narrative justification
at paragraph 8).

narrative justification at paragraph 8).

b. Conduct a sinplified cost conparison (vrovide a

c. Conduct a cost conparison analvsis to determ ne

whi ch net hod of performance to use. Include the follow ng
i nformation:

1. Recommended date to start and conplete
the cost conpari son.

2. Impact on Federal enployee progranms. ldentify in the
foll ow ng format



CAU- H'S- HANDI -
TOTAL CASI AN BLACK PANIC CAPPED OTHER
M F M F M F M F M F M F

Total installation
enpl oynent

Personnel in affected
occupations and their
grade levels (list
separately if nore

t han one)

6. Manpower Dat a:

a. Total nunber of civilian positions assigned to the CAis
and mlitary authorized is

1. Use the following format to provi de detail ed
i nformati on of the personnel performing the function. Report
aut horized T/ O positions only, not workyears of effort. Also, do
not report "S" billets.

Appendix B to
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6-B-2
(a) Exenpt:
Cvilian
Cl TE PARA.
GRADE/ ABOVE THAT
QUANTI TY SERI ES T/ O # LI NE # APPLI ES
Mlitary
PARAGRAPH
ABOVE THAT
QUANTI TY MOS T/ O # LI NE # APPLI ES
(b) Study:
Cvilian
DECI SI ON DI RECT/
GRADE/ UNIT PEN T/ O REl MBURSE-

QUANTITY SERIES CODE T/ O # NUMBER LINE #  ABLE FUND



Mlitary

T/ O AUTHORI ZED
QUANTI TY MOS T/ O # LI NE # | FAP
2. If there are workyears perforned in the CA as an

addi tional duty, who therefore are not accounted for in paragraph
6alb, include the follow ng infornmation:

Cvilian workyears:

Mlitary workyears:

FAP wor kyears:
7. Budget section. Report any estimated additional O&WVMC and
civilian ceiling requirenments. |nclude the reason why and when

needed. |If this issue has been surfaced in previous POM budget
requests, cite this as a reference.
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8. Narrative (If nore space is needed, provide separate sheet):

9. Prepared By (signature):

(Name - Last, First, Mddle Initial) (Dat e YYMVDD)

(Title) (Tel ephone No.)



10. Recommended Deci si on:

Perf orm i n- house

Perform by contract

Conduct a cost conparison analysis

Approved By (signature):

(Name - Last, First, Mddle Initial) (Dat e YYMVDD)

Conmandi ng Gener al / Commandi ng O fi cer
(Title) (Tel ephone No.)

Appendix B to
ENCLCSURE ( 6)

MCO 4860. 3D
14 JAN 1992

DECI SI ON SUMVARY FOR CONTRACT CA REVI EWB
Report Synbol DD-4860-09

1. Command Submitting Review

2. a. Function/code under contract:

b. Contract Nunber:

c. Contractor:

d. Contract Award Date:

e. Contract Expiration Date:
(I'nclude all option years)

3. Recommended Deci si on:

______ Performin-house (justification nmust be provided in
par agraph 4).

______ Perform by contract (retain docunmentation locally, do
not forward Review to HQMVC).

______ Conduct cost conparison study (Justification nmust be
provided in paragraph 4. Attach docunentation to support cost
differential per paragraph 9 of this Oder.)

4, Comrent s:
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6-C 1
5. Prepared by:
Narme and Title Si gnature Dat e
6. Approved by:
Narme and Title Si gnature Dat e
Appendix C to
ENCLCSURE ( 6)
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DI RECT CONVERSI ON OF COXNERCI AL ACTI VI TI ES
PERFORMED BY 11 TO 45 CI VI LI AN EMPLOYEES

Report Synbol DD-4860-12

FACT SHEET



Conmand Submitting Request:

CA Function Code and Nane:

Nurmber of affected personnel: Civ

(Aut hori zati ons)

M I
(Aut hori zati ons)

If nore space is needed for narrative statements, provide a
separate sheet.

Cvilian Manpower Data: * (In the "Status" columm, indicate
career, career conditional, tenporary, or vacant. |Indicate
speci al consi derati ons such as nunber of enployees classified as
Section 3310 preference eligible veterans, mnorities,

handi capped, i.e., in the "Oher" colum.)

T/ 0O Seri es/
Quantity T/TO# Line # Gade DUC PEN # Status O her

Appendix D to
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Pl acement plans for affected enpl oyees:




(Narrative to include discussion of options eval uated.)

Appendix D to
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Justification for direct conversion:




(Narrative justification other than cost.)

Cost Compari son

I n- house Performance Costs
1. Per sonnel Cost
2. Material & Supply Cost
3. O her Spec. Attrib. Cost
4. Over head Costs
5. Addi tional Cost
6. Total In-house Costs

Contract Performance Costs

7. Contract Price
8. Contract Adm nistration
9. Addi tional Costs

10. One-Ti me Conversion Costs

11. Di sposal / Transfer of Assets

Appendix D to
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12. (Federal Inconme Tax)
13. Not Used
14, Total Contract Costs
Deci si on

15. Conversion Differenti al
16. Total (Line 14 + 15)

17. Cost Conparison (line 16 m nus 6)

Appendix D to
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MEO CERTI FI CATI ON

| certify in conpliance with 10 U. S.C. 2461 that the in-house
cost estinate is based on the Mdst Efficient and Effective

Organi zati on:

Narme and Title Si gnature Dat e
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DI RECT CONVERSI ON OF COMMERCI AL ACTI VI TI ES PERFORMED
BY 10 OR FEVWER CI VI LI AN PERSONNEL

FACT SHEET

Report Synbol DD-4860-11



Conmand Submitting Request:

CA Function Code and Nane:

Nurber of affected personnel: Civ

(Aut hori zati ons)

M I
(Aut hori zati ons)

If nore space is needed for narrative statements, provide a
separate sheet.

Civilian Manpower Data: * (In the "Status" columm, indicate
career, career conditional, tenporary, or vacant. |Indicate
speci al consi derati ons such as nunber of enployees classified as
Section 3310 preference eligible veterans, mnorities,

handi capped, i.e., in the "Oher" colum.)
T/ O SERI ES/
QUANTITY T/O# LINE GRADE DUC PEN # STATUS OTHER

Pl acement plans for affected enpl oyees:

(Narrative to include discussion of options eval uated.)

Appendix E to
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Justification for direct conversion:




(Narrative justification other than cost.)
Sinplified Cost Conparison
Esti mated | n-house Perfornmance Costs

1. Personnel Cost (including fringe benefits)

2. Material & Supply Cost

3. Oher an-house Cost (if appropriate)

4, Total Estimated |n-house Cost

Esti mat ed Contract Performance Costs

5. Estimated Contract Price

6. Contract Administration (if appropriate)

7. Oher Estinated Contractor Costs

(if appropriate)

8. Total Contract Costs

Appendi x E to
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Deci si on

9. Conversion Differenti al

10. Total (Line 9 + 10)

11. Cost Conparison (line 10 mnus 4)




Name and Title Si gnature Dat e
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14 JAN 1992
DECI SI ON NOTI FI CATI ON SUMVARY: RESULTS OF COST COWPARI SON
Report Synbol DD-4860-07

1. The followi ng information nmust be completed for decisions to
convert to contract/retain in-house.

a. Type of procurement and solicitation numnber:
b. Bid openi ng date:

c. Awardee name and location (if in-house, give name and
| ocations of second | owest bidder):

d. Contract number and type of contract: 1/

e. Proposed contract award date, start date, and life of
contract: 1/

f. Total civilian positions in the baseline organization:

GRADE/
QUANTITY T/O # LI NE # SERI ES PEN DucC

Aut hori zed 2/

On- Board 2/

g. Total work years in the baseline organization

h. Total authorized positions in the Mdst Efficient
Organi zation (MEO :

i. Total military conversions:



QUANTITY T/O# LINE # MOS GRADE FAP
Aut hori zed 2/ X 3/
On-Board 2/
Appendix F to
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j. Additional duty mlitary workyears not ref lected ini.

above:

k. Inpact of this decision on the current budget; i.e., the
ability to absorb the financial and manpower inpacts within
current budget levels. |If this issue has been surfaced in

previ ous correspondence/ budget/POM requests, cite this as a
ref erence

|. Certification that the in-house cost calculation for the
function is based on an estimate of the nost efficient and cost
ef fective organi zation for in-house performance of the
function(s), and that a copy of the Cost Conparison Formis
avai | abl e.

m Describe in brief (1-2 paragraphs), yet sufficient,
detail the major actions taken to streamine the in-house
organi zation fromthe baseline organization to the nost efficient
organi zati on (MEO) .

n. Dependi ng upon the nature of the function studied,
provide one or two (at the outside) broad productivity statistics
foil both the original (baseline) organization and the new (MEO
organi zati on which indicate the productivity inprovenent. For
exanpl e, productivity inprovement woul d be denonstrated by a
basel i ne motor vehicle mai ntenance cost per mile of $.32, and an
MEO not or vehicl e mai ntenance cost per mle of $.24 per mle

(Name, Last, First, Mddle Initial) (Dat e)

Conmand Gener al / Conmandi ng Offi cer
(Title)

NOTE: This decision notification with certification nust be
si gned by the commandi ng general / commandi ng of ficer

1/ Not applicable if the decision is to retain the function
i n-house.

2/ Nonchargeable billets are not to be included in the T/O
aut hori zed nunbers.



3/ FAP positions should be indicated with an X in this
col um.
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I NSTRUCTI ONS FOR PREPARI NG COST COVPARI SON AND
DI RECT CONVERSI ON/ SI MPLI FI ED COST COMPARI SON RECORDS

PART | - COST COVPARI SON

The record for each full cost conparison is divided into six
sections. The first five sections are arranged in a sequence of
m | estone events occurring during a cost conparison. Each
section is completed i medi ately followi ng the conpletion of the
nmlestone event. These are as follows:

1. Cost comparison is approved by HQMC.
2. Solicitation is issued.
3. In-house and contractor costs are conpared.
4. Contract is awarded or solicitation is cancel ed.
5. Contract starts.
The events in sub-Parts | 1. through I 5., above, are used as
m | est ones because on their conpletion sonme el enents of
significant information on the cost conpari son becone known.
A sixth section is utilized for tracking historical data after
the cost conparison is conpleted. This section contains data
el ements on contracts and cost information during the second and
third performance period.
The data elenments that conprise the six sections in Part |
above, are defined in the CAMS Entry and Update Instructions,
Part |-Cost Conparisons, bel ow

PART |1 - DI RECT CONVERSI ONS AND SI MPLI FI ED COST COVPARI SONS

The record for each direct conversion and sinplified cost
conparison is divided into six sections. Each of the first five
sections is conpleted inmedi ately followi ng the conpletion of the
foll owi ng events:



1. HQMC approves CA action.

2. The solicitation is issued.

3. In-house and contractor costs are conpared.

4. Contract is awarded or solicitation is cancel ed.

5. Contract starts.
Appendix G to
ENCLOSURE ( 6)
6-G 1

A sixth section is utilized for tracking historical data after
the direct conversion or cost conparison is conpleted. This
section contains data elenents on contracts and cost information
during the second and third performance peri od.

The data el ements that conprise the six sections in Part 1|1,
above, are defined in the CAMS Entry and Update Instruction,
Part Il - Direct Conversions and Sinplified Cost Conparisons,
bel ow.

CAM S ENTRY AND UPDATE | NSTRUCTI ONS

PART | - COST COVPARI SONS

The bracketed nunmber preceding each definition in Sections One
through Six, below, is the DoD data el ement nunber. All date
fields should be in the format YYMVDD.

SECTI ON ONE
EVENT: HQMC APPROVES CONDUCTI NG A COST COWPARI SON
These entries shall be used to establish the CCR and to
identify the geographical, organizational, political, and
functional attributes of the activity (or activities) undergoing
cost conparison as well as to provide an initial estimate of the
manpower associated with the activity (or activities). The
initial estimte of the manpower in this section of the CCR will
be, in all cases, those manpower figures identified in the
correspondence approving the start of the cost conparison.
Enter the followi ng data elenents to establish a CCR
[1] COST COVWPARI SON NUMBER. Leave bl ank.
[2] ANNOUNCEMENT and/or APPROVAL DATE. Leave bl ank.
[3] DoD COVPONENT CODE. Enter alpha "M'.

[4] COWAND CODE. Leave bl ank.



[5] | NSTALLATI ON CODE. Leave bl ank.
[6] STATE CODE. Leave bl ank.
[7] CONGRESSI ONAL DI STRICT (CD) CODE. Leave bl ank.

[8] JIRSG AREA CODE. Leave bl ank.
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[9] TITLE OF COST COVMPARI SON. The title that describes
the CA(s) under cost comparison (for instance, "Facilities
Engi neeri ng Package," "lInstallation Bus Service," or "Mbtor
Pool"). Use a clear title, not acronyms or function codes in
this data el ement.

[10] DoD FUNCTI ONAL AREA CODE(S). The four- or five-
al pha and/ or nuneric character designators listed in enclosure
(4) of this Order, that describes the type of CA undergoi ng cost
conparison. There would be one code for a single CA or possibly
several codes for a |large cost conparison package. A series of
codes shall be separated by commas.

[11] PRI OR OPERATION CODE. A single al pha character that
identifies the node of operation for the activity at the time the
cost conparison is started. Despite the outcone of the cost
conparison, this code does not change. The coding is as follows:

C - Contract
E - Expansion
| - In-house

N - New requirenent

[12] COST COVPARI SON STATUS CODE. A single alpha
character that identifies the current status of the cost
conparison. Enter one of the follow ng codes:

B - Broken out. The cost conparison package has
been broken into two or nore separate cost
conpari sons. The previous CCR shall be excl uded
fromfuture updates.

C - Complete

P - In progress



X - Canceled. The CCR shall be excluded from future
updat es.

Z - Consolidated. The cost conparison has been
consolidated with one or nore other cost
conparisons into a single cost conparison
package. The CCR for the cost conparison that
has been consolidated shall be excluded from
future updates.
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[13] ANNOUNCEMENT- - PERSONNEL ESTI MATE CI VI LI AN, AND [ 14]
ANNOUNCEMENT- - PERSONNEL ESTI MATE M LI TARY. Leave bl ank.

[15] REVISED AND/ OR ORI G NAL COST COVPARI SON NUMBER.
Leave bl ank.

[16] PWS SCHEDULED COVPLETI ON DATE. The date the
approved PWS is anticipated to be provided to the contracting
officer for solicitation preparation at the start of a cost
conpari son.

[16A] PWS ACTUAL COVPLETI ON DATE. The date the approved
PWs is provided to the contracting officer for solicitation
preparati on.

SECTI ON TWO
EVENT: THE SCOLI CI TATION | S | SSUED

The entries in this section of the CCR provide information on
t he personnel authorized to performthe workload in the PW5 the
nunber of workyears used to acconplish the workload in the PW5,
and the type and kind of solicitation.

Enter the following data elenments at the first quarterly
updat e subsequent to the issuance of the solicitation:

[17] SCHEDULED SOLI Cl TATI ON | SSUANCE DATE. The date of
solicitation as anticipated at the start of a cost conparison.

[17A] DATE SOLICITATION | SSUED. The date the
solicitation is issued by the contracting officer.

[18] SOLICITATION-TYPE CODE. A one-character al pha
designator that identifies the type of solicitation used to
obtain contract bids or offers. Use either the CBD as the source
docunent or information received fromthe contracting officer for
this entry. Solicitations under Section 8(a) of "The Small
Busi ness Act" (P.L. 85-536) are negotiated. Enter one of the



fol |l owi ng codes:
N - Negoti at ed

S - Sealed Bid

[19] SOLICITATION-KIND CODE. A one-character (or
two-character, if "W suffix is used) al pha designator indicating
whet her the conpetition for the contract has been linmted to a
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specific class of bidders or offerors. Use either the CBD as the
source document or information received fromthe contracting
officer to enter one of the follow ng codes:

A Restrict to snmall business

B - Snall Business Adninistration 8(a) Set Aside
C - "Javits-Wagner-0O Day Act" (JWOD)

D - O her nandatory sources

U- Unrestricted

W- (Optional suffix)
Unrestricted after initial restriction

[20] CURRENT AUTHORI ZED CIVILIANS, AND [21] CURRENT
AUTHORI ZED M LI TARY. The nunber of civilian and nmilitary
aut horizations allocated on the DoD conponent’s manpower
docunents to performthe work described in the PA5. This nunber
refines the initial authorization estimte (Section One, data
elements [13] and [14], above).

[22] BASELI NE ANNUAL WORKYEARS Cl VI LI AN, AND [ 23]
BASELI NE ANNUAL WORKYEARS M LI TARY. The nunber of annua
wor kyears it has taken to performthe work described by the PWs
bef ore the MEO study of the in-house organization. Do not
i ncl ude contract nmonitor requirements. MIlitary workyears
i ncl ude assi gned, borrowed, diverted, and detail ed personnel

An annual workyear is the use of 2,087 hours (including
aut hori zed |l eave and paid tine off for training). For exanple,
when full-time enpl oyees, whose work is conpletely within the PW5
are concerned, "one workyear" normally is conparable to "one
enpl oyee" or two part-tinme enpl oyees, each working 1,043 hours in
a FY. Also include in this total, the workyears for enployees
who do not work full-time on the work described by the PWs. For
exanpl e, some portion of the workload is perforned by persons



from anot her work center who are used on an as needed basis.
Their total hours performing that workload is 4,172 hours. This
woul d be reflected as 2 workyears. Less than one-half a year of
effort should be rounded down, and one-half a year or nore should
be rounded up.

Those workyear figures shall be the baseline for deternining

t he personnel savings identified by the nanagenent study.
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SECTI ON THREE

EVENT: THE | N-HOUSE AND THE CONTRACTOR COSTS OF OPERATI ON ARE
COVPARED

The entries in this section provide informati on on the date of
the cost conparison (initial decision), the prelinmnary results,
t he nunber of bids or offers received, and the costing method
used in the cost comparison

Enter the following data elenments in the first quarterly
updat e subsequent to the date of the conparison of in-house and
contractor costs (date of initial decision):

[24] SCHEDULED INITIAL DECI SI ON DATE. Date the initia
decision is scheduled at the start of a cost conparison

[24A] ACTUAL INITIAL DECISION DATE. Date the initia
decision is announced. The initial decision is based on the
apparent low bid or offer and is subject to preaward surveys and
resol ution of all appeals and protests. In a sealed bid
procurenment, the initial decision is announced at bid opening.
In a negotiated procurenment, the initial decision is announced
when the cost conparison is made between the in-house estimate
and the proposal of the selected offeror.

[25] COST COWPARI SON PRELI M NARY RESULTS CODE. A one-
character al pha designator indicating the results of the cost
conpari son as announced by the contracting officer at the tine
the bids or offers are conpared. The entries are linted to two
possibilities:

C - Contract
| - In-house

[26] COST METHOD CODE. A one-character numeric
desi gnator indicating the procedures under which the cost
conparison was and/or is being conducted. Enter one of the
fol |l owi ng codes:




=
1

Cost conparison conducted under the increnental
costing procedures in effect before 1980.

2 - Cost conparison conducted using the full costing
procedures.

3 - Cost conparison conducted under the alternative
costing procedures inplenented in the Departnent
of Defense in March 1982.
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[

Cost conparison conducted under the new costing
procedures in the OMB Circular A-76 (reference
(b)) published August 4, 1983, and inpl emented
by the Departnent of Defense in March 1984.

[27] NUMBER OF BI DS OR OFFERS RECEI VED. The nunber of
conmercial bids or offers received by the contracting officer in
response to the solicitation.

SECTI ON FOUR

EVENT: THE CONTRACTI NG OFFI CER El THER AWARDS THE CONTRACT OR
CANCELS THE SOLI CI TATI ON

The entries in this section identify the final result,
i nformati on on the contract, the in-house bid, and costing
i nformati on fromthe cost conparison record.

Enter the following data elenments in the first quarterly
updat e subsequent to the date the contracting officer either
awards a contract or cancels the solicitation

[28] CONTRACT AWARD OR SOLI Cl TATI ON CANCELLATI ON DATE.
For conversions to contract, this is the date a contract was
awarded in a sealed bid solicitation or the date the contractor
was aut horized to proceed on a conditional award contract in a
negoti ated solicitation. For retentions in-house, this is the
date the solicitati on was cancel ed (when the contracting officer
publ i shes an amendnent to cancel the solicitation).

[29] COST COVPARI SON FI NAL RESULT CODE. A one-character
al pha designator identifying the final result of the conparison
bet ween i n-house and contractor costs; the contracting officer
ei ther awards the contract or cancels the solicitation. Enter
one of the follow ng codes:

C - Contract

| - In-house



[30] DECI SION RATIONALE CODE. A one-character al pha
designator that identifies the rationale for awarding a contract
or canceling the solicitation. The work shall be perforned in-
house or by contractor based on cost, for other than cost, or the
work shall be performed in-house because no satisfactory
conmer ci al source was avail able (no bids or offers were received
or the pre-award survey resulted in the determination that no
conmer ci al sources were responsive or responsible). Enter one of
the foll owi ng codes:
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C - Cost
N - No satisfactory comercial sources
O - OQher
[31] CONTRACT-TYPE CODE. Enter one of the follow ng
al pha designators for the type of contract used in the cost

conparison. This entry is required for all conpleted studies,
regardl ess of their outcomre.

CPAF - Cost Plus Award Fee

CPFF - Cost Plus Fi xed Fee

CPIF - Cost Plus Incentive Fee

FFP - Firm Fixed Price

FP-EPA - Fixed Price with Econom c Price Adjustnent
FPI - Fixed Price Incentive

TMLH - Tine and Material or Labor Hour

[31A] PRIME CONTRACTOR SIZE. Enter one of the follow ng:
L - Large business
S - Small or small and/or di sadvant aged busi ness
[32] MEO WORKYEARS. The nunber of annual workyears it
takes to performthe work described in the PWAs after the MEO

study has been conducted. This entry will be equal to the nunber
of annual workyears in the in-house bid.

For data elements [33] through [36], below, enter all data
after all adjustments required by appeal board decisions. Do not



i nclude the mninmmcost differential (line 14 in the CCF or |ine
16 in the ENRC CCF) in the conputation of any of these data
elements. |If a valid cost conparison was not conducted (i.e.

all bidders or of ferors disqualified, no bids or offers received,
etc.) do not conplete data elenents [33], [34] and [36], bel ow.
Explain | ack of valid cost data in data elenent [57], "DoD
Conponent Comments," bel ow.

[33] FILRST PERFORMANCE PERI OD. Expressed in nonths, the
I ength of time covered by the contract. Do not include any
option peri ods.
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[34] COST COWVPARI SON PERI OD. Expressed in nonths, the
total period of operation covered by the cost conparison; this is
the period used as the basis for data elements [35] and [36],
bel ow.

[35] TOTAL | N HOUSE COST ($000). Enter the total cost of
i n-house performance in thousands of dollars, rounded to the
nearest thousand. This is the total of line 9 plus line 22 of
the old CCF (line 6 of the new CCF or Iine 8 of the new ENRC
CCF). An entry is required although the activity renains
i n-house due to absence of a satisfactory commercial source.

[36] TOTAL CONTRACT COST ($000). Enter the total cost of
contract performance in thousands of dollars, rounded to the
nearest thousand. This is the total of [ine 13 of the CCF or
line 15 of the ENRC CCF).

[37] NOTI FI CATI ON DATE. Leave bl ank

[37A] SCHEDULED CONTRACT OR MEO START DATE. Date the
contract and/or MEO was scheduled to start at the beginning of a
cost conpari son.

SECTI ON _FI VE

EVENT: THE CONTRACT STARTS

The entries in this section identify the contract start date
and the personnel actions taken as a result of the cost
conpari son.

Enter the following data elenments in the first quarterly
updat e subsequent to the start of the contract:

[38] CONTRACT/ MEO START DATE. The actual date the
contractor began operation of the contract or the Government
i mpl enents the MEO




[39] PERMANENT EMPLOYEES REASSI GNED TO EQUI VALENT
PCSI TIONS. The nunber of pernanent enpl oyees who were reassigned
to positions of equivalent grade as of the contract start date.

[40] PERVANENT EMPLOYEES CHANGED TO LOMNER POSI TIONS. The
nunber of pernanent enpl oyees who were reassigned to | ower grade
positions as of the contract start date.

[41] EMPLOYEES TAKI NG EARLY RETIREMENT. The nunber of
enpl oyees who took early retirement as of the contract start
dat e.
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[42] EMPLOYEES TAKI NG NORMAL RETI REMENT. The nunber of
enpl oyees who took normal retirement as of the contract start
dat e.

[43] PERVANENT EMPLOYEES SEPARATED. The nunber of
per manent enpl oyees who were separated from Federal enploynent as
of the contract start date.

[44] TEMPORARY EMPLOYEES SEPARATED. The nunber of
temporary enpl oyees who were separated from Federal enploynent as
of the contract start date.

[45] EMPLOYEES ENTI TLED TO SEVERANCE PAY. The estimated
nunber of enployees entitled to severance pay on their separation
from Federal enploynent as of the contract start date.

[46] TOTAL AMOUNT OF SEVERANCE ENTI TLEMENTS ($000). The
total estimated anpbunt of severance to be paid to all enpl oyees,
in thousands of dollars, rounded to the nearest thousand, as of
the contract start date.

[47] NUMBER OF EMPLOYEES HI RED BY THE CONTRACTOR. The
nunber of estimated DoD civilian enpl oyees (full-time or
otherwise) that will be hired by the contractors, or their
subcontractors, at the contract start date.

ADM NI STRATI VE APPEAL
[48] FILED Were admini strative appeals filed?
N- No
Y - Yes

[49] SOURCE. Who filed the appeal ?



B - Both
C - Contractor
I - In-house

[60] RESULT. Were the appeals finally upheld? (if both
appeal ed, explain result in data el ement [57], below).

N - No
P - Still in progress
Y - Yes
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GAO PROTEST
[51] FILED. Was a protest filed with GAO?
N- No
Y - Yes
[52] SOURCE. Who filed the protest?
B - Both
C - Contractor
I - In-house

[53] RESULT. Was the protest finally upheld? (explain
result in data elenent [57], bel ow).

N - No
P - Still in progress
Y - Yes

ARBI TRATI ON
[54] REQUESTED. Was there a request for arbitration?
N - No
Y - Yes

[55] RESULT. Was the case found arbitrable? (explain
result in data elenent [57], bel ow).



N - No
P- Still in progress
Y - Yes

GENERAL | NFORVATI ON

*[56] TOTAL STAFF- HOURS EXPENDED. Enter the estimated
nunber of staff-hours expended by the installation for the cost
conparison. Include direct and indirect hours expended fromthe
time of PW5s until a final decision is nade.
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*[56A] ESTI MATED COST OF CONDUCTI NG THE COST COVPARI SON.
Enter the estimated cost of the total staff-hours identified in
data el ement [56] and non-1abor (travel, reproduction costs,
etc.) associated with the cost conparison.

[57] DoD COVPONENT COMMVENTS. Enter conments, as
required, to explain situations that affect the conduct of the
cost conparison. Where appropriate, precede each conment wth
the CAM S data el ement bei ng referenced.

[ 58] EFFECTIVE DATE. Leave bl ank.

[59] (Leave blank, for DoD conputer program use).
SECTI ON_SI X
EVENT: QUARTER FOLLON NG CONTRACT ANDY OR CPTI ON RENEWAL
The entries in this section identify original costs, savings,
i nformati on on subsequent performance periods and niscel | aneous

contract data. Enter the following data elenents in the first
quarterly update annual ly.

[60] ORIG NAL COST OF FUNCTION(S) ($000). The estimated
total cost of functions prior to devel opnent of an MEO in
t housands of dollars, rounded to the nearest thousand for the
base year and option years (begin entry after 1 October 1989).

[ 60A] ESTIMATED DOLLAR SAVI NGS ($000). Estimated savi ngs
fromthe cost conparison for the base year plus option years, in
t housands of dollars, rounded to the nearest thousand, for either
i n-house or contract performance. Docunentation will be
available at the installation |level (begin entry after 1 Cctober
1989).




[61] CONTRACT OR I N-HOUSE BI D FI RST PERFORMANCE PERI OD
($000). For studies resulting in continued in-house perfornmance,
enter the total in-house cost (line 6 fromthe CCF) for the first
performance period. For studies resulting in conversion to
contract perfornance, enter the contract price (line 7 fromthe
CCF) for the first performance period. Figures shall be shown in
t housands of dollars, rounded to the nearest thousand.

*Data el enents [56] and (56A] will only be conpleted by
installations that are participating in the pilot test of these
data el enents. Staff-hours expended will not include waiting
time. The staff-hours expended for the nanagenent study phase
will not be included or costed, since this is a practice used

t hr oughout the organi zation, irrespective of the A-76 program
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[61A] ACTUAL CONTRACT COSTS FI RST PERFORMANCE PERI OD
($000). Enter the actual first performance period contract cost
i ncluding all change orders (plus changes in the scope of work),
in thousands of dollars, rounded to the nearest thousand. No
entry is required when the function renmai ned i n-house.

[61B] ADJUSTED CONTRACT COSTS FI RST PERFORMANCE PERI OD
($000). Enter an adjusted first performance period contract cost
that includes actual DoL wage increases and costs for onissions
and/or errors in the original PWS, but exclude new requirenment
costs and their associ ated wage increases, in thousands of
dol lars, rounded to the nearest thousand (begin entry after
1 Cctober 1989).

[61C] ADJUSTED | N-HOUSE COSTS FI RST PERFORMANCE PERI OD
($000). Enter the total first performance period in-house cost
of the MEQ, including civil service pay increases, but excluding
i ncreases associated with new mi ssion requirenents not included
in the original scope of work of the function. Show costs in
t housands of dollars, rounded to the nearest thousand. Entry is
required even if the function went to contract (begin entry after
1 Cctober 1989).

[61D0] ACTUAL | N-HOUSE COSTS FI RST PERFORMANCE PERI OD ONLY
($000). Enter the actual first performance period in-house cost
i ncl udi ng changes in the scope of work, in thousands of dollars,
rounded to the nearest thousand. No entry is required when the
function is contracted and is not required for the CAM S data
base for the second and third performance periods (begin entry
after 1 COctober 1989).

[61E] ADJUSTED I N-HOUSE TOTAL COSTS FI RST PERFORMANCE
PERI OD ($000). Leave bl ank.




[62] CONTRACT OR I N-HOUSE Bl D SECOND PERFORMANCE PERI QD
($000). For studies resulting in continued in-house perfornmance,
enter the total in-house cost (line 6 fromthe CCF) for the
second performance period. For studies resulting in conversion
to contract performance, enter the contract price (line 7 from
the CCF) for the second perfornmance period. Figures shall be
shown in thousands of dollars, rounded to the nearest thousand.

[62A] ACTUAL CONTRACT COSTS SECOND PERFORMANCE PERI OD
($000). Enter the actual second performance period contract cost
i ncluding all change orders (Plus changes in the scope of work),
i n thousands of dollars, rounded to the nearest thousand. No
entry is required when the function renai ned i n-house.
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[62B] ADJUSTED CONTRACT COSTS SECOND PERFORMANCE PERI QD
($000). Enter an adjusted second perfornance period contract
cost that includes actual DoL wage increases and costs for
omi ssions and/or errors in the original PW5 but exclude new
requi rement costs and their associ ated wage increases, in
t housands of dollars, rounded to the nearest thousand (begin
entry after 1 Cctober 1989).

[62C] ADJUSTED | N- HOUSE COSTS SECOND PERFORMANCE PERI QD
($000). Enter the total second performance period in-house cost
of the MEQ, including civil service pay increases, but excluding
i ncreases associated with new mi ssion requirenents not included
in the original scope of work of the function. Show costs in
t housands of dollars, rounded to the nearest thousand. Entry is
required even if the function went to contract (begin entry after
1 Cctober 1989).

[62D] ADJUSTED I N-HOUSE TOTAL COSTS SECOND PERFORMANCE
PERI OD ($000). Leave bl ank.

[63] CONTRACT OR I N-HOUSE BI D THI RD PERFORMANCE PERI OD
($000). For studies resulting in continued in-house perfornance,
enter the total in-house cost (line 6 fromthe CCF) for the third
performance period. For studies resulting in conversion to
contract performance, enter the contract price (line 7 fromthe
CCF) for the third performance period. Figures shall be shown in
t housands of dollars, rounded to the nearest thousand.

[63A] ACTUAL CONTRACT COSTS THI RD PERFORMANCE PERI OD
($000). Enter the actual third performance period contract cost
i ncluding all change orders (plus changes in the scope of work),
i n thousands of dollars, rounded to the nearest thousand. No
entry is required when the function renmai ned i n-house.

[63B] ADJUSTED CONTRACT COSTS THI RD PERFORVANCE PERI OD




($000). Enter an adjusted third performance period contract cost
that includes actual DoL wage increases and costs for onissions
and/or errors in the original PWS but exclude new requirenent
costs and their associ ated wage increases, in thousands of
dollars, rounded to the nearest thousand (begin entry after

1 Cctober 1989).

[63C] ADJUSTED | N-HOUSE COSTS THI RD PERFORMANCE PERI OD
($000). Enter the total third performance period in-house cost
of the MEQ, including civil service pay increases, but excluding
i ncreases associated with new m ssion requirenents not included
in the original scope of work of the function. Show costs in
t housands of dollars, rounded to the nearest thousand. Entry is
required even if the function went to contract (begin entry after
1 Cctober 1989).
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[63D0] ADJUSTED I N-HOUSE TOTAL COSTS TH RD PERFORMANCE
PERI OD ($000). Leave bl ank.

[64] CONTRACTOR CHANGE. Enter one of the follow ng al pha
designators to indicate whether the contract for the second or
third performance period has changed fromthe original
contractor.

N - No, the contractor has not changed.
Y - Yes, the contractor has changed.

Data el enents [65] through [66], below, are not required if the
answer to [64], above, is no (N).

[65] NEW CONTRACTOR SIZE (If data el enment [66], bel ow,
contai ns the al pha designator "I" or "R /" no entry is required).

L - New contractor is |arge business.

S - New contractor is small and/or snmll
di sadvant aged busi ness.

[66] REASON FOR CHANGE. Enter one of the follow ng
designators listed below, followed by the last two digits of the
FY in which the change occurred.

C - Contract workl oad consolidated w th ot her
exi sting contract workl oad.

D - New contractor takes over because ori ginal
contractor defaults.

| - Returned in-house because original contractor



defaults within 12 nonths of start date and
i n-house bid is the next |owest.

N - New contractor replaced original contractor
because Governnment opted not to renew contract
in option years.

R - Returned in-house tenporarily pending
resolicitation due to contract default, etc.

U - Contract workl oad consolidated into a |arger
(unbrella) cost conparison.

[67] CONTRACT ADM NI STRATI ON STAFFING. The actual nunber
of contract adm nistration personnel hired to adninister the
contract.
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CAM S ENTRY AND UPDATE | NSTRUCTI ON

PART Il - DI RECT CONVERSI ONS AND SI MPLI FI ED COST COVPARI SONS

The bracketed nunmber preceding each definition in Sections One
through Six, below, is the DoD data el ement nunber. All date
fields should be in the format YYMVDD.

SECTI ON ONE
EVENT: HQMC APPROVES THE CA ACTI ON

These entries shall be used to establish the DCSCC and to
identify the geographical, organizational, political, and
functional attributes of the activity (or activities) undergoing
conver si on/ conmparison as well as to provide an initial estimte
of the manpower associated with the activity (or activities). The
initial estimate of the personnel in this section of the DCSCC
will be, in all cases, those personnel figures identified in the
correspondence approving the start of the conversion/conparison
Enter the followi ng data elenments to establish a DCSCC

[I] DI RECT CONVERSI ON SI MPLI FI ED COST COVPARI SON NUMBER.
Leave bl ank.

[2] APPROVAL DATE. Leave bl ank.
[3] DoD COVPONENT CODE. Enter alpha "M'.
[4] COWAND CODE. Leave bl ank.

[5] | NSTALLATI ON CODE. Leave bl ank.



[6] STATE CODE. Leave bl ank.
[7] CONGRESSI ONAL DI STRICT (CD) CODE. Leave bl ank.

[8] JIRSG AREA CODE. Leave bl ank.

[9] TILTLE OF CONVERSI OV COMPARI SON. The title that
descri bes the CA(s) under conversion/conparison (for instance,
"Facilities Engineering Package," "lInstallation Bus Service," or
"Motor Pool"). Use a clear title, not acronyns or function codes
in this data el enent.

[10] DoD FUNCTI ONAL AREA CODE(S). The four- or five-
al pha and/or nuneric character designators listed in enclosure
(4), of this Order, that describes the type of CA undergoing
conver si on/ conmpari son. This would be one code for a single CA or
possi bly several codes for a | arge cost conparison package. A
series of codes shall be separated by commas.
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[11] PRI OR OPERATION CODE. A single al pha character that
identifies the node of operation for the activity at the time the
conversion/ comparison is started. Despite the outcone of the
conver si on/ conpari son, this code does not change. The coding is
as follows:

C Cont r act
E - Expansion
| - In-house

N

New r equi r ement

[12] CONVERSI OV COVPARI SON STATUS CODE. A single al pha
character that identifies the current status of the conversion/
conparison. Enter one of the follow ng codes:

B - Broken out. The cost conparison package has
been broken into two or nore separate cost
conparisons. The previ ous DCSCCR shall be
excluded from future updates.

C - Complete

P - In progress

X - Cancel ed. The DCSCCR shall be excluded from
future updates.

Z - Consolidated. The cost conparison has been



consol idated with one or nore other cost
conparisons into a single cost conparison
package. The DCSCCR for the cost conparison
that has been consolidated shall be excl uded
fromfuture updates.

[13] ANNOUNCEMENT- - PERSONNEL ESTI MATE CI VI LI AN, AND [ 14]
ANNOUNCEMENT- - PERSONNEL ESTI MATE M LI TARY. Leave bl ank.

[15] REVISED AND/ OR ORI G NAL COST COVPARI SON NUMBER.
Leave bl ank.

[16] PWS SCHEDULED COVPLETI ON DATE. The date the
approved PWS is anticipated to be provided to the contracting
officer for solicitation preparation at the start of a cost
conpari son.

[16A] PWS ACTUAL COVPLETI ON DATE. The date the approved
PWs is provided to the contracting officer for solicitation
preparati on.
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SECTI ON TWO
EVENT: THE SOLI Cl TATION | S | SSUED

The entries in this section of the DCSCC provide infornmation
on the personnel authorized to performthe workload in the PW5,
t he nunber of workyears used to acconplish the workload in the

PW5, and the type and kind of solicitation.

Enter the following data elenments at the first quarterly
updat e subsequent to the issuance of the solicitation:

[17] SCHEDULED SOLI Cl TATI ON | SSUANCE DATE. The date of
solicitation as anticipated at the start of a cost conparison.

[17A] DATE SOLICITATION | SSUED. The date the
solicitation is issued by the contracting officer.

[18] SOLICITATION-TYPE CODE. A one-character al pha
designator that identifies the type of solicitation used to
obtain contract bids or offers. Use either the CBD as the source
docunent or information received fromthe contracting officer for
this entry. Solicitations under Section 8(a) of "The Small
Busi ness Act" (P.L. 85-536) are negotiated. Enter one of the
foll owi ng codes:

N - Negoti at ed

S - Sealed Bid



[19] SOLICITATION-KIND CODE. A one-character (or two-
character, if "W suffix is used) al pha designator indicating
whet her the conpetition for the contract has been linmted to a
specific class of bidders or of ferors. Use either the CBD as the
source docunent or information received fromthe contracting
officer to enter one of the follow ng codes:

A Restrict to small business

B - Snall Business Adninistration 8(a) Set Aside
C - "Javits-Wagner-O Day Act" (JWOD)

D - O her nandatory sources

U- Unrestricted

W- (Optional suffix)
Unrestricted after initial restriction
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[20] CURRENT AUTHORI ZED CI VI LI ANS, AND [21] CURRENT
AUTHORI ZED M LI TARY. The numnber of civilian and nmilitary
aut horizations allocated on the manpower docunents to performthe
wor k described in the PAS. This nunber ref ines the initial
aut horization estimate (Section One, data elenments [13] and [14],
above).

[22] BASELI NE ANNUAL WORKYEARS Cl VI LI AN, AND [ 23]
BASELI NE ANNUAL WORKYEARS M LI TARY. The nunber of annua
wor kyears it has taken to performthe work described by the PWs
bef ore the DoD component conducts the MEO study of the in-house
organi zation. Do not include contract mnonitor requirenents.
Mlitary workyears include assigned, borrowed, diverted, and
det ai |l ed personnel

An annual workyear is the use of 2,087 hours (including
aut hori zed |l eave and paid tine off for training). For exanple,
when full-time enpl oyees, whose work is conpletely within the PW5
are concerned, "one workyear" nornmally is conparable to "one
enpl oyee" or two part-time enpl oyees, each working 1,043 hours in
a FY. Also include in this total, the workyears for enployees
who do not work full-time on the work described by the PWs. For
exanpl e, some portion of the workload is perforned by persons
from anot her work center who are used on an as needed basis.
Their total hours performng that workload is 4,172 hours. This
woul d be reflected as 2 workyears. Less than one-half a year of
effort should be rounded down, and one-half a year or nore should
be rounded up.



Those workyear figures shall be the baseline for deternining
t he personnel savings identified by the nanagenent study.

SECTI ON THREE

EVENT: THE | N- HOUSE AND THE CONTRACTOR COSTS OF OPERATI ON ARE
COVPARED

The entries in this section provide informati on on the date of
the conversion/conparison (initial decision), the prelimnary
results, the nunber of bids or offers received, and the costing
met hod used in the conversion/conparison

Enter the following data elenments in the first quarterly
updat e subsequent to the date of the conparison of in-house and
contractor costs (date of initial decision):

[24] SCHEDULED INITIAL DECISI ON DATE. Date the initia
decision is scheduled at the start of a conversion/conparison
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[24A] ACTUAL INITIAL DECISION DATE. Date the initia
decision is announced. The initial decision is based on the
apparent low bid or offer and is subject to preaward surveys and
resol ution of all appeals and protests. In a sealed bid
procurenment, the initial decision is announced at bid opening.
In a negotiated procurenment, the initial decision is announced
when the cost conparison is made between the in-house estimate
and the proposal of the selected offeror. |In a conversion, the
initial decision is announced when the in-house cost estinmate is
eval uat ed agai nst proposed contractor proposals.

[25] COST COWPARI SON PRELI M NARY RESULTS CODE. A one-
character al pha designator indicating the results of the cost
conpari son as announced by the contracting officer at the time of
the conparison (no entry is required for a direct conversion).
The entries are limted to two possibilities:

C - Contract
| - In-house

[26] COST METHOD CODE. A one-character numeric
desi gnator indicating the procedures under which the
conver si on/ conmpari son was and/or is being conducted. Enter one
of the foll ow ng codes:

1 - Sinplified cost comparison conducted under the
new costing procedures in the OMB Circular A 76



publ i shed August 4, 1983, and inplenented by the
Depart ment of Defense in March 1984.

2 - Direct conversion inplenmented by the Departnent
of Defense in Cctober 1988.

[27] NUMBER OF BI DS OR OFFERS RECEI VED. The nunber of
conmercial bids or offers received by the contracting officer

SECTI ON FOUR

EVENT: THE CONTRACTI NG OFFI CER EI THER AWARDS THE CONTRACT OR
CANCELS THE SCLI Cl TATI ON

The entries in this section identify the final result,
i nformati on on the contract, the in-house bid, and costing
information fromthe direct conversion/sinplified cost conparison
fact sheet.

Enter the following data elenments in the first quarterly
updat e subsequent to the date the contracting officer either
awards a contract or cancels the solicitation
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[28] CONTRACT AWARD OR SOLI Cl TATI ON CANCELLATI ON DATE.
For conversions to contract, this is the date a contract was
awarded in a sealed bid solicitation or the date the contractor
was aut horized to proceed on a conditional award contract in a
negoti ated solicitation. For retentions in-house, this is the
date the solicitati on was cancel ed (when the contracting officer
publ i shes an amendnent to cancel the solicitation).

[29] COST COVPARI SON FINAL RESULT CODE. A one-character
al pha designator identifying the final result of the conparison
bet ween i n-house and contractor costs; the contracting officer
ei ther awards the contract or cancels the solicitation. Enter
one of the follow ng codes:

C - Contract
| - In-house

[30] DECI SION RATIONALE CODE. A one-character al pha
designator that identifies the rationale for awarding a contract
or canceling the solicitation. The work shall be perforned
i n-house or by contractor based on cost, for other than cost, or
the work shall be performed in-house because no satisfactory
conmer ci al source was avail able (no bids or offers were received
or the pre-award survey resulted in the determination that no
conmer ci al sources were responsive or responsible). Enter one of
the foll owi ng codes:




C - Cost
N - No satisfactory commercial source
O - Oher
[31] CONTRACT-TYPE CODE. Enter one of the follow ng
al pha designators for the type of contract used in the cost

conparison. This entry is required for all conpleted studies,
regardl ess of their outcone.

CPAF - Cost Plus Award Fee

CPFF - Cost Plus Fi xed Fee

CPIF - Cost Plus Incentive Fee

FFP - Firm Fixed Price

FP-EPA - Fixed Price with Econom c Price Adjustnent
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FPI - Fixed Price Incentive
TMLH - Tine and Material or Labor Hour

[31A] PRIME CONTRACTOR SIZE. Enter one of the follow ng:

L - Large business
S - Small or small and/or di sadvant aged busi ness

[32] MEO WORKYEARS. The nunber of annual workyears it
takes to performthe work described in the PWs after the MEO
study has been conducted. This entry will be equal to the nunber
of annual workyears in the in-house bid (no entry is required for
a direct conversion).

For data elements [33] through [36], below, enter all data
after all adjustnments required by appeal board decisions. Do not
i ncl ude minimum cost differential in the conmputation of any of
these data elenents. |If a valid conversion/conparison was not
conducted (i.e., all bidders or of ferors disqualified, no bids or
offers received, etc.) do not conplete data elenments [33], [34]
and [36], below Explain |ack of valid cost data in data el enent
[56], "DoD Conponent Comments," bel ow.

[33] FILRST PERFORMANCE PERI OD. Expressed in nonths, the
length of time covered by the contract. Do not include any




option periods.

[34] CONVERSI ON COVPARI SON PERI OD. Expressed in nonths,
the total period of operation covered by the conversion or cost
conparison; this is the period used as the basis for data
el ements [35] and [36], bel ow

[35] TOTAL | N-HOUSE COST ($000). Enter the total
estimted cost of in-house performance for the base year plus
option years, in thousands of dollars, rounded to the nearest
thousand. An entry is required although the activity renains
i n-house due to absence of a satisfactory comercial source (no
entry is required for a direct conversion).

[36] TOTAL CONTRACT COST ($000). Enter the tota
estimted cost of contract perfornmance for the base year plus
option years, in thousands of dollars, rounded to the nearest
t housand.

[37] NOTIFI CATI ON DATE. Leave bl ank
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[37A] SCHEDULED CONTRACT OR MEO START DATE. Date the
contract and/or MEO was scheduled to start at the beginning of a
conver si on/ compari son.

SECTI ON _FI VE

EVENT: THE CONTRACT STARTS

The entries in this section identify the contract start date
and the personnel actions taken as a result of the conversion/
conpari son.

Enter the following data elenments in the first quarterly
updat e subsequent to the start of the contract:

[38] CONTRACT START DATE. The actual date the contractor
began full operation of the commercial activity as reflected in
the contracting docunents.

[39] PERMANENT EMPLOYEES REASSI GNED TO EQUI VALENT
PCSI TIONS. The nunmber of pernmanent enpl oyees who were reassigned
to positions of equivalent grade as of the contract start date.

[40] PERVANENT EMPLOYEES CHANGED TO LOWNER PCSI TIONS. The
nunber of pernmanent enpl oyees who were reassigned to | ower grade
positions as of the contract start date.

[41] EMPLOYEES TAKING EARLY RETI REMENT. The nunber of




enpl oyees who took early retirement as of the contract start
dat e.

[42] EMPLOYEES TAKI NG NORMAL RETI REMENT. The nunber of
enpl oyees who took normal retirement as of the contract start
dat e.

[43] PERVANENT EMPLOYEES SEPARATED. The nunber of
per manent enpl oyees who were separated from Federal enploynent as
of the contract start date.

[44] TEMPORARY EMPLOYEES SEPARATED. The nunber of
tenporary enpl oyees who were separated from Federal enploynent as
of the contract start date.

[45] EMPLOYEES ENTI TLED TO SEVERANCE PAY. The estimated
nunber of enployees entitled to severance pay on their separation
from Federal enploynent as of the contract start date.

[46] TOTAL AMOUNT OF SEVERANCE ENTI TLEMENTS ($000). The
total estimated anpbunt of severance to be paid to all enpl oyees,
in thousands of dollars, rounded to the nearest thousand, as of
the contract start date.
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[47] NUMBER OF EMPLOYEES HI RED BY THE CONTRACTOR. The
nunber of estimated DoD civilian enpl oyees (full-time or
otherwise) that will be hired by the contractors, or their
subcontractors, at the contract start date.

ADM NI STRATI VE APPEAL

[48] FILED Were admini strative appeals filed?

N- No
Y - Yes
[49] SOURCE. Who filed the appeal ?
B - Both
C - Contractor
I - In-House

[50] RESULT. Were the appeals finally upheld? (if both
appeal ed, explain result in data el enent (56], below).

N - No



GAO PROTEST

[51] FILED. Was a protest filed with GAO?

N - No
Y - Yes
[62] SOURCE. Who filed the protest?
B - Both
C - Contractor
I - In-house

[53] RESULT. Was the protest finally upheld? (explain
result in data elenent [56], bel ow).

N - No
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P - Still in progress
Y - Yes

ARBI TRATI ON
[54] REQUESTED. Was there a request for arbitration?
N - No
Y - Yes

[55] RESULT. Was the case found arbitrable? (explain
result in data elenent [56], bel ow).

N - No
P - Still in progress
Y - Yes

GENERAL | NFORNMATI ON

[56] DoD COVPONENT COMVENTS. Enter commients, as
required, to explain situations that affect the conduct of the
conver si on/ conmpari son. \Were appropriate, precede each comrent




with the CAM S data el enent being referenced.

[57] EFFECTIVE DATE. Leave bl ank.

[ 58] (Leave bl ank, for DoD conputer program use).
SECTI ON _SI X
EVENT: QUARTER FOLLOWN NG CONTRACT AND/ OR OPTI ON RENEWAL

The entries in this section identify original costs, savings,
i nformati on on subsequent perfornmance periods and mi scel | aneous
contract data. Enter the following data el enents in the first
quarterly update annual ly.

[59] ACTUAL CONTRACT COST FI RST PERFORMANCE PERI OD
($000). Enter the actual contractor cost for the first
performance period, in thousands of dollars, rounded to the
near est thousand.

[60] ACTUAL CONTRACT COST SECOND PERFORMANCE PERI QD
($000). Enter the actual contractor cost for the second
performance period, in thousands of dollars, rounded to the
near est thousand.
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[61] ACTUAL C6NTRACT COST THI RD PERFORVMANCE PERI OD
($000). Enter the actual contractor cost for the third
performance period, in thousands of dollars, rounded to the
near est thousand.

[62] CONTRACTOR CHANGE. Enter one of the follow ng al pha
designator to indicate whether the contract for the second or
third performance period has changed fromthe original
contractor.

N - No, the contractor has not changed.
Y - Yes, the contractor has changed.

Data el enents [63] through [64], below, are not required if the
answer to [62], above, is no (N).

[63] NEW CONTRACTOR SIZE (If data el enment [64], bel ow,
contai ns the al pha designator "I" or "R /" no entry is required).

L - New contractor is |arge business.

S - New contractor is small and/or snmll
di sadvant aged busi ness.



[64] REASON FOR CHANGE. DoD conponents shall enter one
of the followi ng designators |isted below, followed by the |ast
two digits of the FY in which the change occurred.

C - Contract workl oad consolidated with other
exi sting contract workl oad.

D - New contractor takes over because ori gi nal
contractor defaults.

| - Returned in-house because of original contractor
defaults; etc., within 6 nonths of start date
and i n-house bid is the next |owest.

N - New contractor replaced original contractor
because Government opted not to renew contract
in option years.

R - Returned in-house tenmporarily pendi ng
resolicitation due to contract default, etc.

U - Contract workl oad consolidated with other
exi sting contract workl oad.
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[65] CONTRACT ADM NI STRATI ON STAFFING. The actual nunber
of contract adm nistration personnel hired to administer the
contract.
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COMVERCI AL ACTI VI TI ES MANAGAEMENT | NFORMATI ON SYSTEM ( CAM S)
COST COWPARI SON RECORD ( CCR)
Report Symnbol DD-4860-10
SECTI ON ONE

(1) Cost Compari son Nunber: (2) Announcenent and/ or



Approval Date:

(3) DoD Conponent Code: (4) Command Code:

(5) Installation Code: (6) State Code:

(7) CD Code: (8) JIRSG Area Code:

(9) Title of Cost Conparison:

(10) DoD Functional Area Code(s):

(11) Prior Qperation Code: (12) Cost Conparison Status

Code:

(13) Announcenent - Personnel Estimate Civilian:

(14) Announcenent - Personnel Estimate Mlitary:

(15) Revised and/or Original Cost Conparison Nunber:

(16) PWS Schedul ed Conpl etion Date: (16A) PW5 Act ual
Conpletion Date:

SECTI ON TWO

(17) Schedul ed Solicitation Issuance Date: (17A) Date
Solicitation Issued:

(18) Solicitation-Type Code: (19) Solicitation-Kind
Code:

(20) Current Authorized Civilian: (21) Current Authorized
Mlitary:

(22) Baseline Annual Wbrkyears Cv:_ (23) Basel i ne Annual

Workyears M1 :

SECTI ON THREE

(24)

(25)

(27)

Scheduled Initial Decision Date: (24A) Actual Initial
Decision Date:
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Cost Conparison Prelimnary Results Code:
Met hod Code:

(26) Cost

Nunber of Bids or Offers Received:

SECTI ON FOUR



(28)

(29)

Contract Award or Solicitation Cancellation Date:
Cost Conparison Final Result Code:  (30) Decision
Rat i onal e Code:

(31) Contract-Type Code: (31A) Prinme Contractor Size:

(32) MEO Workyears:

(33) First Performance Period: (34) Cost Conparison
Period: ___

(35) Total In-House Cost ($000): (36) Total Contract Cost
($000):

(37) Notification Date: (37A) Schedul ed Contract or MEO
Start Date:

SECTI ON FI VE

(38) Contract/MEO Start Date:

(39)
(40)
(41)
(42)

(43)

(45)
(46)

(47)

Per manent Enpl oyees Reassigned to Equival ent Positions:

Per manent Enpl oyees Changed to Lower Positions:

Enpl oyees Taking Early Retirement:

Enpl oyees Taking Normal Retirement:

Per manent Enpl oyees Separ at ed:
Enpl oyees Separ at ed:

(44) Tenporary

Enpl oyees Entitled to Severance Pay:
Total Ampunt of Severance Entitlenents ($000):

Nunber of Enpl oyees Hired by the Contractor:

Admi ni strative Appeal

(48) Filed: (49) Source: (50) Result:
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GAO Pr ot est
(51) Filed: (52) Source: (53) Result:

Arbitration



(54) Requested:

Ceneral Information

(56) Total Staff-Hours Expended:

(56A) Estimated Cost of Conducting the Cost Conparison:

(57) DoD Conponent Conments:

(58) Ef fective Date:_____
(59) (Leave bl ank)
SECTI ON SI X

(60) Oiginal Cost of Function(s) ($000):
Dol I ar Savi ngs ($000):

(60A) Estinated

(61) Contract or In-House Bid First Performance Period
($000):

(61A) Actual Contract Costs First Performance Period ($000):
(61B) Adjusted Contract Costs First Perfornmance Period
($000):
(61C) Adjusted In-House Costs First Perfornmance Period
($000):
(61D) Actual In-House Costs First Performance Period Only
($000):

(61E) (Leave bl ank)

(62) Contract or In-House Bid Second Performance Period
($000):
(62A) Actual Contract Costs Second Perfornance Period
($000):
(62B) Adjusted Contract Costs Second Performance Period
($000):
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(62C) Adjusted In-House Costs Second Performance Period
($000):

(62D) (Leave bl ank)



(63)

(63A)

(63B)

(630)

(63D)
(64)

(66)

Contract or In-House Bid Third Perfornance Period
($000):

Actual Contract Costs Third Performance Period ($000):
Adj usted Contract Costs Third Perfornmance Period

($000):
Adj ust ed | n-House Costs Third Perfornmance Period
($000):

(Leave bl ank)

Contract or Change:

Reason for Change:
St af fi ng:
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COMVERCI AL ACTI VI TI ES MANAGEMENT | NFORVATI ON SYSTEM ( CAM S)

DI RECT CONVERSI ON AND SI MPLI FI ED COST COMPARI SON RECORD ( DCSCCR)

SECTI
(1)
(2)
(3)

(6)
(9)
(10)

(11)

Report Symnbol DD-4860-10
ON ONE

Direct/Sinplified Cost Comnparison Nunber:

Approval Date:

DoD Component Code: (4) Command Code: (5)
Installation Code:
State Code: (7) CD Code: (8) JIRSG Area Code:

Title of Conversion/ Conparison:
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St at us Code:
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(14) Announcenent - Personnel Estinmate Mlitary:
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(23) Basel i ne Annual

SECTI ON THREE

(24)

(25)

(27)
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(26) Cost

Nunmber of Bids or Offers Received:
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(28)

(29)
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(32)
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(35)

(37)
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Total In-House Cost ($000): (36) Total Contract Cost
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Notificati on Date: (37A) Schedul ed Contract or MEO



Start Date:
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(38) Contract Start Date:
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(41) Enpl oyees Taking Early Retirement:  (42) Taki ng Nornal
Retirement:
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Enpl oyees Separ at ed:

(44) Tenporary
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(47) Nunmber of Enpl oyees Hired by the Contractor:

Admi ni strative Appeal
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(51) Filed: (52) Source: (53) Result:
Arbitration
(54) Requested: (55) Result:_
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(56) DoD Component Conments:
(57) Effective Date: (58) (Leave bl ank)
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(62) Contractor Change: (63) New Contractor Size:
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St af fi ng:

(65) Contract Administration
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COST STUDY STATUS REPORT
Report Symnbol DD-4860-08

1. Command Submitting Review

2. CA Function Coda and Nane:

3. Date work statenment began. Enter either the actual or
estimated date for beginning preparation of the PW5.

4., Date work statenent conpleted. Enter either the actual or
estimted date for completing the PW.

5. Date solicitation mailed. Enter either the estimated or
actual date for mailing the solicitation to potenti al
contractors.

6. Cost study results known date. Enter either the estimted
or actual date that the comparison of in-house and contract costs
is released for public review

7. Date cost study results subnmitted to the Commandant of the
Marine Corps (Code MPC-46). Enter either the estinmated or actual
date that the decision notification is submtted to the
Conmandant of the Marine Corps (Code MPC-46).

8. Award date. Enter either the estimted or actual date of
contract award if the results of the cost conparison analysis
shoul d indicate a contract operation is nore cost effective than
i n-house operation.

9. Contract start date. Enter either the estinated or actual
contract start date.




10. Comments.

such as, reason for slippages,

11. Positions.

nunber of FAP separately.
nmust be reported by individua
t he nunber of positions,

Codes for Denoting States.
United States and Overseas

1. Nuneric State Codes

Enter any coments relevant to the cost study,
change in nunber of positions.

Enter the nunmber of military and civilian
positions authorized for the function under study.

Identify the

Positions in multi-function studies

Territories,

Locati ons of

Code State Code
01 Al abama 30
02 Al aska 31
04 Ari zona 32
05 Ar kansas 33
06 California 34
08 Col or ado 35
09 Connecti cut 36
10 Del awar e 37
11 District of Colunbia 38
12 Fl ori da 39
13 Georgi a 40
15 Hawai i 41
16 | daho 42
17 Il1linois 44
18 | ndi ana 45
19 | owa 46
20 Kansas 47
21 Kent ucky 48
22 Loui si ana 49
23 Mai ne 50
24 Mar yl and 51
25 Massachusetts 53
26 M chi gan 54
27 M nnesot a 55
28 M ssi ssi ppi 56
29 M ssour

2. State Equival ent Codes for

function.

If there is a change in
provide justification at paragraph j.
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Texas

Ut ah
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SERVI CE CONTRACTS
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Par agraph Page

Chapter 1 - General and Introduction

New Rol e of Contractors--------------- 1-1 1
Terms Explained----------------------- 1-2 1
Government Policy--------------------- 1-3 5
A Systenms Approach-------------------- 1-4 5
Team Approach------------------------- 1-5 9
Overvi ew of the Method

for Devel opi ng a Performance

SOW and Surveillance Plan----------- 1-6 12

Chapter 2 - Job Analysis

Advant ages of Job Analysis------------ 2-1 17
Organization-------------------------- 2-2 17
Tree Diagram ------------------------- 2-3 17
Activity Analysis-------------------- 2-4 20



Classification-------------ommommonn 2-5 20
Data Gathering------------------------ 2-6 20
Performance Value--------------------- 2-7 26
CGoverning Directives------------------ 2-8 30
Deduct Analysis----------------------- 2-9 32
Chapter 3 - Witing the Statenent of Work
Statements of Work-------------------- 3-1 35
Witing the SOM---------------------- 3-2 35
Service Contract Pormat--------------- 3-3 35
Composition---------------mo - 3-4 36
Data Submissions---------------------- 3-5 40
Chapter 4 - The Surveillance Pl an
Basi ¢ Approach------------------ 4-1 43
Surveill ance I nformation Sources------ 4-2 44
Sanpling Plans------------------------ 4-3 46
Devel opi ng the Sanpling Method-------- 4-4 51
Surveil l ance Plan Products------------ 4-5 56
Contract Administrator’s Plan--------- 4-6 60

Par agraph Page

Chapter 5 - Doing Surveill ance

Surveill ance Methods------------------ 5-1 63
Buil ding a Schedule------------------- 5-2 63
Doing Surveillance-------------------- 5-3 65
Taking Action------------------------- 5-4 66
Deductions for Non-Performance-------- 5-5 69
Good Performance---------------------- 5-6 71
Docunentation------------------------- 5-7 74
Chapter 6 - Quality Control and Preaward
Surveys
Quality Control Clause---------------- 6-1 75
Preaward Survey (PAS)----------------- 6-2 76
Preaward Survey Clause---------------- 6-3 76
Preaward Survey Method---------------- 6-4 78
Preaward Survey Turn------------------ 6-5 78
Qutside O fice and the Acquiring
Activity Performthe PAS------------ 6- 6 78
Techni cal Evaluation------------------ 6-7 79
Qutside Ofice Performs the PAS------- 6-6 81
Att achnment
1. Random Number Table------------------- 83
Fi gures
1-1 Contractor Operated System------------------ 6
1-2 Transportation (Partial)--------------------- 8
1-3. Responsibilities----------mmmmomma 10
1-4. Relationships in Contracting Qut------------- 11
1-5 Overview of Analysis Steps------------------- 13
2-1 Organi zational AnalysiS---------------------- 18
2-2 Tree Diagram -------------mmmmmmm oo 19
2-3 Activity AnalysiS----------mmmmmmi i 21



2-4. Wrkload Analysis---------------------------- 23
2-5. Facility Analysis---------------------------- 23
2-6. Material Analysis---------------------------- 24
2-7. Equipnment AnalysiS----------------"-"---------- 24
2-8. Personnel AnalysisS--------------------------- 25
2-9. Performance Value Analysis------------------- 27
2-10. Coverning Directives Analysis---------------- 31
2-11. Deduct AnalysSisS------------------------------ 33
3-1. Performance Requirements Summary------------- 37
3-2. DD Forn 1423, Contract Data Requirenents List 41
3-3. DD Form 1664, Data Item Description---------- 42
4-1. Custoner Conplaint Record-------------------- 47
4-2. List of ML-STD 105D Acceptable Quality

Level S-----mmmm e 49
4-3. Sanmple Size-----------m 50
4-4. M L-STD 105D Acceptance, Rejection Levels

for Normal Inspection------------------------ 52
4-5. Using a Random Number Table------------------ 54
4-6. Sampling Quide---------------mmmi 58

Page

4-7. QAE Decision Table----------c-mmmmmoma 59
4-8. Sample Tally Checklist-------------cmomn--- 61
4-9. Surveillance Activity Checklist-------------- 62
5-1. QAE Surveillance Schedule---------------o---- 64
5-2. Contract Discrepance Report------------------ 67
5-3. Deducting for Non-Performance---------------- 70
5-4. Reduced Sanple Size-------------------------- 72
5-5. M L-STD 105D Acceptance, Rejection Levels

for Reduce Znspection------------------------ 73

CHAPTER 1

GENERAL AND | NTRCDUCTI ON

1-1. New Role of Contractors. Each year the governnent
contracts for a large part of its mission support. As a
result, civilian contractors have assumed a major role in
day-to-day operations in the area of services. Contractors
do such work as transportation, refuse collection, food
services, and janitorial services. At sone places they
provide an entire support function, including engineering and

suppl y.

a. \enever the governnent contracts out a job, it is
entitled to receive quality service. So that the government
can define and neasure quality, this docunent presents a
nmet hod of identifying and stating requirenents in such a way
that the statenent of work (SON will state accurately our
m ni mum requirenents. It also explains how to assure that
the contractor has actually performed the services required.

b. This docunent is also designhed to show non-
contracting personnel how to wite a SONand a Quality
Assurance (QA) surveillance plan for service contracts. It



expl ai ns how contract administration personnel should take
action based on surveillance results. (The exanple used is a
service contract for vehicle operations and nai ntenance but,
the nethod can be used for other service contracts, including
total support contracts.)

c. The new technique used in this docunent is called
job analysis. its use results in perfornmance oriented
statenments of work that describe the desired services and
their quality. This docunment and its procedures are designhed
for use by managers and technical persons responsible for the
area to be contracted.

1-2. Ternms Explained. following are ternms used frequently
in this docunent.

a. Acceptable Quality Level. The maxi num percent
defective, the maxi mum nunber of defects per hundred units,
or the nunber of defects in a |ot that can be considered
satisfactory on the average. The allowable | eeway or

variance froma standard before the government will reject
the specific service. And AQL does not say that the
contractor may knowi ngly offer defective service. It inplies

that the government recognizes that defective performance
soneti mes happens unintentionally. As long as the percent of

defective performance 4oes not exceed the AQL, the service
will not be rejected by the governnent. The contractor
however, must reperrormthe defective service when possible.

b. Acceptance Sanpling. A formof sanpling used to
determ ne a course of action. A procedure that gives a
specified risk of accepting-lots of given quality.

c. Activity. Another nane for a work process. (An
activity uses inputs and, generates outputs.)

d. Administer. That stage of the contracting cycle in
whi ch the contracting officet insures that the total contract
is being foll omed, makes necessary changes to the contract,
and insures progress toward contract conpletion

e. Analyst. A non-Contracting person charged wth
devel oping a SONand a QA surveillance plan; also, the
person who anal yzes a function to devel op the required
document s.

f. Attribute. The property a unit has of being either
bad or good. That is, the quality characteristic of a unit
is either within the specified requirenments or it is not.

g. Attribute Sanpling.- A form of acceptance sanpling
that grades a service as defective or non-defective.




h. Buy. That stage of the contracting cycle in which
bi ds are anal yzed, the proposed contractor is deternined
capable to performthe contract, and award nade to the
successful contractor.

i. Define. That stage of the contracting cycle in which
the custonmer states what he or she wants contracted. This
stage includes funding the requirenent, witing the SOW and
witing the surveillance plan

j. Lnput. Anything put into a system or process or
expended in its operation to achieve a result or output.

k. Interface. A compn boundary between two
organi zations or activities.

. Job Analysis. The act of looking at a job as it is
bei ng done in-house or a contractor to determ ne what
actually results. Job analysis |ooks at organization
wor kl oad, perfornmance val ues, and resources.

2

m Lot. A collection of service outputs fromwhich a
sanple is to be drawn and inspected to determ ne confornance
with the standard.

n. Lot Size. The nunber of service outputs in a lot.

0. Oganizational Analysis. The act of |ooking at an
organi zation to determ ne what kind of services it provides.

p. Qutput. The anpunt of something produced by a system
or process during a given span of tine.

g. Percent of Sanple Found Defective. Deternined by
di vidi ng the nunber of defects by the sanple size when the
rej ect number has been equal |l ed or exceeded. The resulting
nunber is used to nake an equitabl e deduction fromthe
contract price for non-performance by the contractor

r. Performance Indicator. A characteristic of an output
of a work process that can be nmeasured.

s. Performance Value. A composite of a standard and an
acceptabl e quality |l evel which describes the quality of an
out put of a work process.

t. Qualify. That stage of the contracting cycle in
whi ch one determnes that the contractor’s work satisfies the
requi rements of the SOW

u. Quality Assurance. Those actions taken by the
government to check goods or services to determ ne that they




meet the requirenments of the SOW

v. Quality Assurance Evaluator (QAE). That person
responsi bl e for checking contractor perfornance.

w. Quality Control. Those actions taken by a contractor
to control the production of goods or services so that they
will nmeet the requirenents of the SOW

X. Random Nunber Table. A table of nunbers arranged in
a random fashion. A table used to make random sanpl es.

y. Random Sanple. A sanpling nethod whereby each
service output in a lot has an equal chance of being
sel ect ed.

z. Random Sanpling. A method of |ooking at a few
individual items in a lot to deternine the quality of that
| ot agai nst a standard.

aa. Release. That stage of the contracting cycle in
whi ch goods and services are accepted as neeting contract
requi rements and payment is made to the contractor

ab. reliable Service. A service that is dependabl e and
i s provided when required.

ac. Sanple. A sample consists of one or nore service
outputs drawn froma lot, the outputs being chosen at random
The nunber of outputs in the sanple is the sanple size.

ad. Sanpling Guide. The part of the surveillance plan
whi ch contains all the information needed to performa random
sanpl e.

ae. Sanpling Plan. A plan which indicates the AQL, the
nunber of units fromeach ot which are to be inspected
(sampl e size) and the criteria for determ ning the
acceptability of the |Iot (acceptance and rejection nunbers).
Used to devel op the sanpling guide.

af. Service. A job performed to the standard and within
the acceptable quality |evel. The contractor nust do the
specific job, and neet the standard, and neet the acceptable
quality level before one can say that perfornmance has been
accept abl e and that he/she shoul d be paid.

ag. Source. That stage of the contracting cycle in which
the contracting office prepares the bid package, finds
potential contractors to do the work, and accepts bids from
proposed contractors.



ah. Standard. An acknow edged neasure of conparison

ai. Statenent of Wrk. A docunent that descri bes
accurately the essential and technical requirenents for
itenms, materials, or services including the standards used to
det erm ne whether the requirenents have been net.

aj. Surveillance Plan. An organized witten docunent
used for quality assurance surveillance. The docunent
contai ns sanpling guides, checklists, and decision tables.

ak. System A group of interacting, interrelated, or
i nterdependent el enents fornming a collective entity.

al. Tree Diagram A visual representation of the najor
functions performed by a system which shows | ogical parts and
subparts.
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am Uniform Service. A service that is, within defined
limts, always the sane.

an. Work. A series of actions, changes, or functions
that bring about an end result.

1-3. CGovernnent Policy. The governnent policy in service
contracting is as foll ows:

a. The performance oriented statement of work (SON for
a service contract includes the standards of performance and
acceptable quality |levels.

b. Standards nust be neasurabl e.
c. Quality control is a contractor responsibility.

d. A performance oriented SONnust not contain detailed
procedures unl ess absolutely necessary. Rely on a statenent
of the required service as an end product.

e. References to directives in the SOVNshould be held to
a mni mum

f. The surveillance plans described in this docunent
are an acceptable way of perform ng quality assurance.

g. The cost qualified persons available nust wite the
SOWN and the surveillance plan. Standardi zed government
docunents, when available, WII| provide val uabl e basic
i nformation.

1-4. A Systens Approach. The design of a SOWand the
surveillance plan is based on a systematic anal ysis of the
function to be put under contract or already under contract.




The procedure for deriving these two products is called job
anal ysis. The procedure consists of a step-by-step review of
the requirenent to arrive at the specific output services and
associ at ed st andards.

a. Jobs as Systens. The analysis assunes that an
operation is a system An operation can be called a system
because it consists of a job or a conbination of jobs carried
out by people, and sonetines, nmachines for a certain purpose.
The parts of a systemare usually called input, work, output,
and control |oops. These parts are shown in figure 1-1

(1) Froma contractor’s view, the system consists of
taki ng people, facilities, material, and the SOW and
inputting it into a work process. The result of this work is
a contract output.

5
1Contractnr
Adjust Lt Monitor
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lnput H%;k Ou;&ut _ L
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' Government
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Figure 1-1. Contractor Qperated System,



Figure 1-1. Contractor Operated System

(2) Two mmjor control |oops are at work in thiS
system Both | oops use standards as the basis for
determ ni ng acceptability.

(3) The contractor quality |oop feeds back
information fromthe output into the work process so
that the contractor can adjust performance to neet the
standard specified.

(4) On the other hand, governnent quality assurance
| ooks at the output and determines its acceptability. This
i nformati on then becones an input for contractor managenent
to adjust the quality control function.

b. Parts and Subparts. Every service contract operation
can be viewed as a system Further, each mjor system can be
broken into small parts or subsystenms. For exanple, if the
system portrayed in figure 1-1 were called transportation
the maj or system could be broken into small parts called
vehi cl e operations, vehicle maintenance, and traffic
managenment. Further, each of these pacts could be broken
down into the smaller parts or subparts that make up that
part, as shown in figure 1-2.

(1) Note that the transportation work area leads to
vehi cl e operations, which |eads to vehicle dispatch, which
|l eads to taxi dispatch and U-drive dispatch. Each work area
has its own set of inputs and outputs. This chart does not
contain all of the work areas associated with transportation
Rather, it only shows an exanple of how a system can be
broken into its parts.

(2) The chart |ooks a great deal |like a standard
organi zati onal chart, except that this chart shows each thing
that happens rather than who perforns the task. Further, by
showi ng an input, it shows what rmust be there for sonething
to take place. It shows that each job nmust have an out put
that can be neasured in sonme way.

c. Results of the Systens Approach. A proposed contract
effort nust be viewed in a systematic way to arrive at an
out put O performance-oriented SONand a neans of measuring
the service. Thus, a systematic approach to analysis wll
result in an enforceable, clear SON it will also produce a
qual ity assurance surveillance plan that tells the governnent
if the service is provided as speciried. Further, the
systens approach pernits the analyst to identify outputs and
separate themfromthe specific procedures required to create
t he out puts.
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(1) Wen the governnent specifies a given procedure,
it assunes responsibility for insuring that the design or
procedure will result in the desired output. On the other
hand, if it specifies the Qutput perfornance and its quality
standard, the contractor nust then use the best managenent to
achi eve that |evel of perfornmance.

(2) Last, systematic analysis gives a clear picture
of what input is needed to get the job done. This data is
nost useful in analyzing a contract bid price, conducting
apreaward survey, creating a |list of government furnished
property, and nmeki ng paynent deductions in case of
non- per f or mance.

1-5. Team Approach. The devel opment of a quality SONis a
result of teameffort. The |eading nenbers of the teamare
the functional office, the |ocal contracting office, and the
manpower / managenent engi neering office. The latter can
provi de previous manpower studies to assist in determ ning

j obs per formed.

a. Responsibilities. During the contracting cycle,
responsibilities are assigned as shown in figure 1-3. This
chart shows which major functions occur during the
contracting cycle and which inportant actions take place
during each function. The colums on the right show who is
responsi bl e at each stage of the purchase cycle.

(1) The functional area chief should be considered
the team | eader exercising authority and responsibility for
the function that will be under contract. Functional persons
state the service that will be delivered, nmeasure the quality
of service, and accept the service.

(2) The contracting office is the nmeans of getting a
contract and enforcing its provisions.

(3) The contracting office also provides the
necessary authority and technical experience in contracting
to make the contract a workabl e docunent.

(4) The manpower/ managemnent engi neering office
performs cost studies required by OMB Circul ar A-76.

b. Relationship in Contracting Qut. The |lines of
authority and responsibilty that exist when a function is
contracted out, are shown in figure 1-4.

(1) Wen a given function is perforned in-house,
wi th governnent personnel, the line of authority flows from

9
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the agency chief, to the functional area chief, and then to
the function. However, when authority is delegated in the
contract environment, the contracting office (and especially,
the contracting officer) beconme a part of the authority I|ine.

(2) By law, only a contracting officer may nake a
contract and may direct a contractor. Hence, the functiona
area chief must act through the contracting officer to obtain
and manage a service contract.

(3) In a contract function, responsibility does not
follow the line of authority. Rather, the functional area
chief has overall responsibility to see that the service is




provi ded but works through the contracting officer’s
authority. Two major tools for that use are a well-defined
quality SOWand a surveillance plan

1-6. Overview of the Method for Devel opi ng a Perfornmance SOV
and Surveillance Plan. The nethod and the rel ationship of

the tasks are shown in figure 1-5 and descri bed bel ow.
Succeedi ng chapters explain in detail how to acconplish each
step or task in the nethod.

a. Job Analysis. In this phase, the analyst starts with
i nformati on on how the job is being done and ends with the
performance that will be required of a contractor. The

anal ysi s consists of these steps:

(1) Do Oganizational Analysis. First, the analyst
reviews the current organization and identifies the services
it provides.

(2) Prepare Tree Diagram A tree diagram breaks a
job into snaller and smaller parts. Each part brings about a
final result or service

(3) Do Wrk Analysis. Take each part of the tree
di agram and break it into input, work, and output. Input is
what is needed to do the job, work is what steps are needed
to do the job, output is what the work produces. During
this step the anal yst decides, wth managenment, what outputs
the contractor will provide and what work will remain
i n-house.

(4) Gather Data. After the analyst has picked the
services on the tree diagramthat are to be contractor
suppl i ed, data can be gathered. 1In this step, the anal yst
coll ects data on how much input is required to do the job,
and how often the output is provided.

12
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(5) Do Performance Analysis. each service proposed

for contract has a perfornmance val ue assigned. The anal yst
deci des how the service can be neasured. Wth nanagenent,
t he anal yst deterni nes what standards apply. Wth
managenent, an acceptable quality level is applied.

(6) Analyze Directives. During this step the

anal yst deci des what directives, if any, apply to the service

to be provided.

Directives are classified as nandatory or

advi sory. They nust be held to a mini num



(7) Deduct Analysis. During this step the anal yst
works wi th the manpower/ nmanagenent engi neering office to
prepare the estimated contractor cost of each specific
service. These costs are stated in the SONas a percentage
of total contract cost, for a fornmally advertised
procurenent. These costs are used as the basis for
deductions for non-performance; in a negotiated procurenent,
they are used to evaluate contractor proposals. Actua
negoti ated costs are included in the SOWN

b. Wite the SON The previous steps in job analysis are
carried out for the dual purpose of witing a SOWand a
surveil l ance plan.

(1) If job analysis has been done properly, the
concurrent witing task should be relatively easy.
Concurrency neans that neither task is truly independent;
what is witten into the SONinfluences what is put into the
surveill ance plan. Likew se, the surveillance plan will
force the witer to make sure that outputs and procedures in
the SOW are mneasur eabl e.

(2) Witing the SOWNconsists of:

(a) Expressing the contract-desired output in
clear, sinple, concise, and legally enforceable terms. In
determ ning what |evel of detail to include in the SON the
anal yst must consi der whether to quote from a nmandatory
regul ation or to refer to it.

(b) Using a format that presents the specified
tasks in an easily understood nanner. (See explanation in
Chapter 3)

(c) Determning what exhibits will help convey
to the contractor the job tnat needs to be done.

c. Witing a Surveillance Plan. The surveillance plan
is a docunment used to make sure that systematic quality

14

assurance nethods are used. |t assumes that the contractor

is responsible for managi ng and controlling the output of
service. The governnent plan seeks to deternine if contractor-
provi ded service nmeets the quantity and quality standards.

The devel opnent of the plan involves these najor steps:

(1) ldentifying hey Performance |Indicators. The job
anal ysis phase identified many performance indicators. Not
all of these indicators are critical to the service being
provided. During this step the analyst must decide which
indicators to include in the plan, using as criteria the




criticality of the process and its output, the availability
of quality assurance nmanpower, and the adaptability of each
i ndicator to overlap and check nmany kinds of outputs.

(2) ldentify Information Sources. Each plan uses
many sources of information (for exanple, existing nmanagenent
i nformati on systens, custoner conplaints, and random

sanpling).

(3) Develop Tools. The witer of the surveillance
pl an has many tools. These tools are:

(a) The Sanpling Guide. The sanpling guide is a
witten procedure which states what will be checked, the
standard of performance, and how the checking will be done.
(for a sanple guide, see Chapter 4). The sanpling guides
used in this regulation are based on statistical techniques
called for in Mlitary Standard 105D, Sanpling Procedures
and Tables for Inspection by Attributes. By sanpling a snal
part of the total service in a random fashion, the QAE can
accept or reject the service, based on the standard.

(b) Decision Tables. Wen a service is
rejected, a decision nust be made as to who is at fault (the
contractor or the government). A decision table is used for
this purpose. The decision table identifies different kinds
of unsatisfactory performance, probable cause factors, and
the things fromwhich these factors could result.

(c) Checklist. The last tool is the checklist.
Checklists as used to record what has been checked by a
sanpling guide and to record information on contract itens
not covered by sanpling.

d. Do Surveillance. The final step is doing
surveillance, that is, taking the witten surveillance plan
and using it on a daily basis. |In this step, random sanpl es
are drawn and schedul es of quality assurance inspections
made. Contractor discrepancies are docunmented and corrective
action taken. |If appropriate, noney is deducted froma
contractor’s paynment by the contracting officer.

15
CHAPTER 2

JOB ANALYSI S

2-1. Advant ages of Job Analysis. The previous chapter
outlined the steps involved in devel oping a statenent of work
(SON and a quality assurance surveillance plan. This
chapter explains job analysis in greater detail. This
process enables the analyst to pull together all of the
essential information needed to wite a perfornance-oriented




SON It also helps to build a foundation that will help the
government deternmine the quality OF the contractor’s out put
service. The steps in job analysis are described bel ow

2-2. Oganization. The starting pGnt in looking at a
service function is to see howit is organi zed and what ki nd
of service it provides. This is not to say that the SONw ||
require that a contactor adopt the governnent style of

organi zation. Rather, organizational analysis will provide a
framework for determ ning what is done by the organization

a. To capture this data, use an organi zational analysis
sheet as shown in figure 2-1. The data gathered and pl aced
on the analysis sheet will show a conplete picture of the
organi zation. O particular inportance is the choice of
servi ces perforned.

b. These services or outputs becone the basis for
writing-the SON devel opnent of standards, defining
performance indicators, and identifying acceptable quality
| evel s of performance. Be as specific as possibl e when
maki ng the entries.

2-3. Tree Diagram After doing the organizational analysis
to find out what kind of services the organization provides,
the anal yst must now link the services together in a | ogica
flow of activities. The major tool used is the tree diagram

a. An exanple of a tree diagramfor vehicle operations
is shown in figure 2-2. As shown in the figure, the top box
states the overall function (in this case, to operate and
manage vehicles). Each of the follow ng | evels breaks the
job into parts and subparts, to develop a chart that fully
describes the job in ternms of these parts.

b. The boxes are nunmbered to show the rel ationship of
the parts back to the higher level part. For exanple,
test is nunbered "3.1", because it relates to train and
qualify vehicle operators which is nunbered, "3". These

17

Mane of Organization: Transportation

M ssion Statenent: Provides vehicle maintenance, an base
vehi cul ar transportation, shipnent of
househol d goods, etc.

Organi zati onal El enents:



Traffic Managenent Ofice
Vehi cl e Mai nt enance
Vehi cl e Operations
Reports and Anal ysis

Servi ces Perforned:

Nor nal

Cont i ngent

Taxi Service, U Drive Service
Ener gency Mai nt enance,

Qut bound Personal Property
Service....etc.

Vehi cl e support for disaster
control exercises....etc.

Fi gure 2-1.

Organi zati anal Anal ysi s.
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Figure 2-2. Tree Diagram.
Figure 2-2. Tree Diagram
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nunbers and part boxes provide the start for further
anal ysi s.

2-4. Activity Analysis. Prepare a separate activity analysis
for each nunbered box in the tree diagram These sheets

are used to define the outputs of the process. An exanple of

an activity analysis for dispatching taxis is shown in figure

2-3.

a. The analysis consists of three major sections: input,
wor k and out put.

(1) The steps in the work section.that are required
to performthe work are nunbered in sequence.

(2) The input section lists those things that are
needed to performthe work steps.

(3) The output section contains those things
produced by the work (that is, itens or services that the
wor k provi des) .

b. In the exanple, the taxi dispatch begins with the
i nput of a request for taxi service, and with docunenting the
service. The output of the process is a docunented form and
the noverment of the passenger to the desired | ocation

c. The anal yst nmust conplete the analysis in as nuch
detail as is possible. |If the tree diagram has been branched
out in enough detail (that is, as many sub-parts as possible)
the task will be very easy. The analysis does nothing nore
than state what starts a job, what takes place when a job is
done, and the results of the job -- that is, input, work,
output. The analysis nerely puts this thinking down on paper
in a step-by-step fashion.

2-5. (dassification. By building the tree diagram and the
activity analysis, the analyst knows a great deal about the
job. The anal yst nust now work with managenment to decide
what jobs will be targeted for inclusion in the SON For
exanpl e, the government may decide to retain responsibility
for the anal ysis section in a transportation contract. No
further job analysis need be done to jobs not targeted for
contract. Decisions reached in this step are recorded on the
activity analysis sheets (see figure 2-3). Record the

deci sion for each entry in the output block

2-6. Data Gathering. After the analyst has identified the
services to be provided under contract, workload and resource
data must be gathered. The procedure for this is sinple.

20



"SISALY K1IAIIOY 102 S4RB)4

«STIIALDS DLIJYIA
J0J0H 403 3sanbay,
wiod  paghd w04 939|dwo) ¢
JUIAOY A9DUISSRY Aubuasseg Jaajlaq 9
Jobuassed dnyold °g

Ixey ynedsyg “p

. UHIN -
. Isenboy. pxuy eyepdy ¢ | .
FAOM-U] - @04 ) ui-alen -
Isenbay |xel Juswndog °2
Guppuag| suoyda|e) -
SIDJALDS D{IJYIA 40} ALIPHIEA
Isanbey -~ (TY ysonbey oujwudyeg | "+ 3sanbay 924A405 JXR)
oN | sdA Indyng | Yo ndug
131904309
uy
opr{u]

§ 4QUNN IDJAADS
. yoredsyg A3 jApIOY



21

a. Wirkload. As used here, "workload" refers to the
result of the data gathering task which gets information on
how often output services are provided. After the jobs and
out put services are analyzed, it should be nmuch easier to
gather the required data. As a rule, this information
is available from existing nmanagenent infornation systens,
but it my need to be restructured, so that it is
accunul ated by a specific output.

(1) The analyst nust find out how often a service
will be provided during the proposed contract period. Use
historical information, plus projected changes, to estimate
the service frequency. To gather this data, put it on a
sheet as shown in figure 2-4. This sheet shows what service
will be provided, and helps in estimating future requirenments
to be used in sizing the contract effort.

(2) This data will have eventual use in structuring
t he government estimate and in anal yzing the proposed
contractor’s bid price. This frequency information is also
given to bidders so that they understand the true
requirenents that will have to be net under the contract.
Further, workload data is used in building the surveillance
pl an.

b. Resources. To provide a service, a job requires the
use of physical resources (assets and personnel).

(1) Physical Assets: To wite a SON gather data
about the physical assets required to performa contract.
Gat her data concerni ng physical assets at the specific
service output level. (For exanple, gather data on what
physi cal assets are needed to perform energency repair
service.) Sheets as shown in figures 2-5, 2-6, and 2-7
shoul d be used to gather data on the facilities, materiel

and equi pnent that will be provided to the contractor. Since
the SONmust list the assets the governnment provides, take
care to avoid listing itens that will not be available for
the contractor’s use. The |list nust show any assets that
will be added or deleted during the life of the contract.

(2) Personnel. Data on personnel nust also be

gat hered. For example, a sheet as shown in figure 2-8 can be
used for this purpose. Data for this sheet are avail able
from manpower docunments on the Organization, but the data

may need to be restructured to break it out for the specific
services provided. For exanple, a manpower docunent m ght
show how many peopl e and what skill levels are authorized to
operate a vehicles, but not how many people are allocated to
performthe vehicle dispatch service. The analyst nust
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| Wor k| oad
I
I I I I
| Service | Hi stori cal | Known | Estimatad
| | Wor kl oad | Change | Weorkl oad
I I I I
I I I I
I I I I
| Taxi | 1200/ nont h | -10% | 1080/ nonth
I I | I
I I | I
| U-Drive | 50/ mont h | +20% | 60/ mont h
I I | I
I I | I
I I | I
Figure 2.4. Wbrkl oad Anal ysis.
| Service: Vehicle Repair Facility
I I
I I I I
| Facility | Squar e Feet | Locati on |
I I I I
I I I I
I I I I
| Bl dg 209 | 2000 | Maxwel | AFB
I I I I
I I I I
| Bl dg 1024 | 1500 | GQunter AFS
I I I I
I I I I
I I I I
Figure 2-5. Facility Analysis.
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Service: Vehicle Repair Mat eri al
St ock Number Quantity

I

I

I I
I Name I
I I
I I
| I



None Suppli ed
to Contractor

Fi gure 2-6.

Mat eri al Anal ysi s.

Service: Vehicle Repair Equi prent
I | I I
Narme | Stock | Serial | Location |Quantity
|  Number | Number | |
I | I I
I | I I
I | I I
Fl at Top Desk | 7110- 00- 270- | | Vehicle
| 9840| | Operations
I I I

| Trai ni ng Aid- | 6930- 00- 526-| MF270S98 | Driver | |
| Driver | 3639| | Training | |
I I | I I I
I I | I I I
I I | I I I
Figure 2-7. Equi pmrent Worksheet .
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I I
| Per sonnel |
I I
I I

| | Aut hori zed | | Security |
| Servi ce | G ade | Number | Cl ear ance |
| | | | Requi r ed |
I I | I I
I I | I I
I I | I I
| Vehi cl e Di spat ch| WB- 5 | 1 | No

I I VB- 4 | 1 I No I
I I WB- 3 | 4 I No I
I I | I I
I I | I I



| Taxi Service | 5
| I 3 | 6 |
| | I |

V\B-
V\B-

Figure 2-8. Personnel Analysis.
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extract this data to conplete the data analysis (that is, how
many government persons would be required if the service
remai ned i n-house).

2-7. Performance Value. Wen the governnent perforns a
service for itself, it not only generates an output, but it
produces that output to nmeet standards to some acceptable
quality Ievel

a. Exanple. Let us assune that a taxi pickup is to be
provided within four (4) mnutes of an agreed upon pickup
time ninety percent (90% of the tine (10%error rate). Taxi
pi ckup is the service, four mnutes is the standard, and 10
percent is the acceptable quality Ievel.

b. Mninmum Requirenents. By law, the SOWN nust present
the actual m ni mumrequirements of the government. Hence,
t he anal yst nmust avoi d demandi ng nore of a contractor than
the government would provide if it were performng the
servi ce.

c. Performance Qutput. Perfornmance val ues enable the
anal yst to place realistic demands on contractor performance.
By the same token, performance values permt the witing of a
Per f ormance-ori ented SOV and eases the devel opment of a
qual ity assurance surveillance plan, for exanple, see the
performance value analysis in figure 2-9. 1|n doing the
anal ysis, the anal yst nust include each of the output
services identified for inclusion in the contract during
classification.

d. Standards. |In the appropriate box, show the
standards that pertain to the services. These standards can
be derived fromthe directives regulating the service, from
agency standards, or fromwork | ocation standards.

e. Measuring Quality. Finally, each service nust have
an acceptable quality level. This entry can be based on




historical records, a poll of managerial desires, or agency

i nposed acceptable quality levels. An acceptable quality

| evel should rarely be 0 percent, for this indicates perfect
performance which is very expensive and nearly inpossible to
achi eve. Acceptable quality |levels nust equal but not exceed
t he standards net when the government provides the services

i n-house, that is, how well the governnment did the job.
However, it nust be recogni zed that sone quality levels are
purely judgenental, such as appearance, taste, etc.

f. Assigning Values. Perfornmance values need not be
assigned for outputs that relate strictly to interna

26

Activity: Taxi Operation

Figure 2-9. Performance Val ue Anal ysis.
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contractor managenent. For exanple, work scheduling is
required to get the job done; however, the governnent is
interested only in getting the job done, and is not generally
concerned with how The stress is on perfornmance, not
procedures. Hence, there is normally no need to assign a
performance val ue to work scheduling. The neaning of each
entry is described bel ow

I | I

| Perfornence Indicator | Standard | Accept abl e Quality]
| | | Level
I | I

I | I

I | I

| Response Ti e | 4 mnutes | 5%
I | I

| Accidents Per Mle | O | 0%
I | I

| Operational Cost Per Mle | $0.14 | 20%
I | I

| Taxi In-Conm ssion Rate |  80% | 10%
I | I

I | I



g. Performance Indicator. A performance indicator is a
characteristic of an output that can be neasured. It may
measure quantity as well as quality. By using a perfornance
i ndicator and its associ ated standard, one can know if a
process is producing a quality output. (For exanple, the
maj or out put of taxi-operations is passenger novenent.)

(1) The question must be asked as to what will all ow
one to neasure how well the process generates that output.
To do this the anal yst nust review each previously identified
job to see what neasures can be associated with it.

(2) The neasures are usually stated as rates (that
is, a means of expressing sonething as it relates to a fixed
anount of sonething else). For exanple, a rate for taxi
service is the cost to run the fleet per mle. The
performance indicators that relate to taxi operation are
shown in figure 2-9. Al of these indicators are rates,
except average response time. However, response time is
sonet hi ng that can be measured.

(3) In many cases, agency directives specify the
performance indicators that will be used to evaluate the
process. |If the indicators are not prescribed, the anal yst
must work wi th managenent to deci de what indicators would
hel p to neasure the process. Rates in terns of tine and
di stance and accuracy are particularly useful for this
pur pose.

(4) The anal yst nust be careful to choose
performance indicators that are realistic. The granms of dust
per square centinmeter on a vehicle may be a neasurabl e
performance indicator for vehicle condition, but it is not a
realistic indicator for general use. The analyst may have to
use a less satisfactory indicator (such as tinmes washed per
month). O one may have to resort to an even |ess
satisfactory measure (such as cleanliness) which calls for an
i ndi vi dual judgnent on the part of the person neasuring
per f or mance.

(5) \Werever possible, however, one nust choose a
performance indicator that measures the service by a nunber
(that is, quantifies it).
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h. Using Standards. A standard is sonething agai nst
whi ch another thing can be neasured. Nearly everyone is
fam liar with standards of some sort. For exanple, the
standard operating speed for autonobiles on highways is 55
mles per hour. |In this case the nunber 55 is the standard,
while niles per hour is the performance indicator




(1) In looking at the processes and the perfornance
i ndi cators chosen, one nust ask what kind of yardstick will
be used to neasure the process. |In sonme cases the yardstick
or standard is provided by agency authorities.

(a) The standard for average taxi response tine
of 4 mnutes is an exanple. However, there is no standard
for bus service.

(b) In this case, the analyst, with
managenent’s help, will have to find a reasonabl e standard
that bears sonme relation to the criticality of the service to
be provided and how wel| the governnment does the job
i n-house.

(2) A standard for bus service could be stated in
terms of tineliness of arrival at a bus stop. Thus, the
standard for bus service would be stated: depart the stop no
earlier than scheduled tinme nor later than scheduled tine
plus five mnutes. An exanple of the taxi service job and
the standard for the performance indicator is shown in figure
2-9.

i. Acceptable Quality Level. The acceptable quality
| evel of a standard tells what variation fromthe standard
(that is, error rate) is allowed. It is used to neasure the

reliability of the output generating process.

(1) An acceptable quality level is generally used
inreferring to a production line that produces a tangible
object. These products can then be neasured to see if they
nmeet the standard within an acceptable quality |evel

(2) Service contracts al so produce neasurabl e
services (even though they are not always tangi ble) and one
can determ ne how often they neet the standard.

(3) An acceptable quality level is expressed in
terms of a percentage of allowable error in a tine period.
Using the performance indicator with its associ ated standard,
t he anal yst deternines what error rate should he all owed,
based on agency directives, historical records of how well
t he government provided the service, or they can be
est abl i shed by management deci sion
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(4) \Whatever the source of the entry, the anal yst
must question whether the acceptable quality level is
realistic and represents how well the service nust be
provi ded under contract. The exanple of acceptable quality
| evel s shown in figure 2-9 sunmarizes all the perfornmance
information that is generated by job analysis. Charts |ike
this are critical for all further decisions about the SOWand



the surveill ance plan.

(5) After these charts are filled in, the anal yst
nmust cross out the indicators that apply to contractor
i nternal managenent. Wat remains will be the perfornance
i ndi cators, standards, and tol erances (acceptable quality
I evel) that tell how well the contractor nust provide the
out put service. In the exanple in figure 2-9 all val ues
woul d be elim nated except average response tine. Al other
itenms under a firmfixed price vehicle operations and
mai nt enance contract relate strictly to internal contractor
managenent i ndi cators.

2-8. CGoverning Directives. For each of the services to be
provi ded under contract, the followi ng steps are done:

a. Catalogue. The analyst needs to catal ogue all the
manual s, regul ati ons, and other higher governnent, agency
and | ocal |evel guidance that pertain to the services.
(These documents often refer to other regul ations, manuals or
techni cal orders which must also be listed.) The list that
results should be arranged simlar to figure 2-10. List the
title and the date of publication. |If only parts of the
directive apply, note these parts in the directive col um.

If the directive has been nentioned in a docunent previously
listed, cite that docunment in the "REFERENCED I N' col um.
This data will be needed later in deciding whether a
directive or part of a directive applies to the proposed
contract effort.

b. Applicability. Each service ordinarily has its basis
in sone governing directive that tells howthe job is to be
done, in varying degrees of detail, when it is perforned
i n-house. In other words, directives often specify
procedures.

(1) At this point, the analyst nust deci de whet her
those procedures are to be nandatory on the contractor (that
is, whether to require the contractor to do the job the sanme
way the government would do it). To do this, the analyst
reviews the list of directives and checks the proper box on
the sheet to show whether each directive will be nmandatory or
advi sory upon the contractor.
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CGoverning Directives

|

Drective | Referenced In

| | Yes |
| I I

| Mandat ory




I I
I I
AFM 77- 310 | Mot or | 20 July 78
I I
I

I I
I I
I I
I I
| | Managenent |

I I I I

| T.O 00-20B-5 |Vehicle and| 15 Mar 74 | AFM 77-310,
| | Base Support | Vol I
| | Equi pnent | |
| | I nspection | |
| | and Admin- | |
| | stration |
I I

Figure 2-10. Governing Directives Analysis.
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(2) Wen only parts of directives appear to be
mandat ory, the anal yst nust decide either to reference that
part of the directive, or extract the information and pl ace
it inthe SONas a procedure. |If there is no clear directive,
the anal yst must decide if a procedure is required or if
sinply stating the activity and its performance value is
sufficient.

(3) As arule, procedures and directives nust not be
speci fi ed. Rel i ance rmust be placed on stating the desired
output with a perfornmance value. |If a regulation is
mandatory, reference it only when it is too bulky to extract
and include in the SOWVin full text.

2-9. Deduct Analysis. Standard clauses in service contracts
al l ow t he government to deduct payment in case of

non- performance. In short, if the government doesn’t receive
the service, the contractor does not get paid. The hard
qguestion is how rmuch to deduct.

a. Methodology. The anpbunt deducted nmust represent as
nearly as possible the cost of the service foregone.

(1) The information is used to arrive at a figure
for each service which tells what percentage it is of the
whol e service

(2) The source of information is the personnel data



and the specific service outputs derived during job anal ysis.

How to determine the percent value of a specific service is

expl ai ned bel ow.

(3) Note that other resources and overhead have not

been used to determ ne costs. Since the contractor

automatically spreads these costs in a bid, there is no need

to use themin these figures.

b. Finding the Specific Service. To obtain a list of
services refer to the tree diagram \Wen the tree di agram
was nade, the overall job was broken into snaller and
smal | er parts. For exanple, transportation has as parts
vehicle operations, vehicle maintenance, anal ysis and

traffic managenent. Vehicle operations, in turn, breaks into

many smaller parts, as illustrated in figure 2-2. The
information on the tree diagramis used to begi n naking the

deduct analysis (see figure 2-11).

c. Personnel. The next step in filling out the deduct
sheet is personnel. The personnel analysis nade during data
gathering for resources has the data on how nany people are

required to provide a specific service.

32
Job: Vehicle operations Per sonnel Payr ol | % O
Cost Tot al
Per
Mont h
Operate Vehicl es XXXXXX XXXXX XXXXXX
Operate Taxi................... 5 $5000 19. 2%
Qperate Scbeduled Bus.......... 4 $4000 15. 4%
Qperate Unschedul ed Bus........ 1 $1000 3. 8%
Train/ Qualify Vehicle Operators XXXXXX XXXXX XXXXXX
Test. ... XXXXXX XXXXX XXXXXX
Check Physical Condition..... 1 $1000 3.8%
Gve Witten Test............ 1 $1000 3. 8%
Conduct Road Test............ 1 $1000 3. 8%
Document . .............. ... ..... XHXXXXX XXXXX XXXXXX
Issue SF 46.................. .3 $ 360 1. 4%
Add to DD Form 1360.......... .3 $ 360 1.4%



Provide Unit Notice.......... .1 $ 100 0.4%

Manage Credit Card Issuance Use. ... XXXXXX XXXXX XXXXXX
Issue Cards. ..........oouuunnn .2 $ 240 0. 9%
Process Receipts............... .2 $ 240 0. 9%

Di spatch Vehicles.................. 1 $1000 3.8%

(etc.) (etc.) (etc.) (etc.)
(etc.) (etc.) (etc.) (etc.)
TOTAL 28 $26, 000 100%

Figure 2-11. Deduct Analysis.
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(1) The analyst nust adjust this data to reflect
deci si ons made about standards and acceptable quality |evels.

(2) The personnel data may have to be adjusted
upwar ds or downwards, since standards and acceptable quality
levels directly affect the number of persons required to do
the job. Further, since this data represents the in-house
cost of performing the services in the SON the anal yst mnust
al so adjust the data to show what staff the contractor would
probably use to performthe service.

(3) This data can now be used for making the deduct
analysis. Note that no entry is nade on the line of a
service that has subparts. Entries are only nmade for the

subparts, since these are specific services. (For exampl e,
no entry is made for "operate vehicles" since this service
is made up of the specific services of operate taxi, operate

schedul ed buses, operate unschedul ed buses.)

d. Payroll Cost Per Month. Payroll cost per nonth is
the basis for deciding how nuch each specific service costs
inreference to the total job. One need not use exact
payroll costs. Rather, use the service contract wage rates
appropriate to the service. Again, do not include costs for
the services that have subparts. These are noted by X' s on
figure 2-11.

e. Percent O Total. The percent of total colum on
t he deduct sheet tells how nuch each specific service or part
represents in terms of the service contract To arrive at
this percentage, add all the payroll costs to get a tota
and divide each specific service payroll cost by the tota




cost. Enter each resulting percentage in the percent of
total col um.

f. Negotiated Contracts. The cost figures created for
deduct analysis can be used to evaluate contractor proposals.
The contractor should be asked to nmake a proposal far each
specific service. Once these costs are negotiated, they can
be used to adjust the orginal deduct estinates.
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CHAPTER 3

VRI TI NG THE STATEMENT OF WORK

3-1. Statenments of Whrk. Job analysis makes witing a
statement of work (SON relatively easy. Once data has been
gat hered and anal yzed, only two things remain to be done.
The first task consists of actually witing a SOVt hat
states what is required. The second task entails witing a
QA surveillance plan that conplements the SON This chapter
addresses the first task.

3-2. Witing the SON Considering all the data gathering,
anal ysis, and deci sions that have been done to this point,
writing the SONshould be easy. Al that remains is to use

a format or outline and conmpose words that will be used to
express the requirement. Each of these tasks is described
below. A note of caution: do not repeat material in the SOV
that is already included in other parts of the contract, for
exanpl e, CGeneral Provisions, Special Provisions, etc.

3-3. Service Contract Format. Prior to beginning witing
the SON an outline must be devel oped to provide structure
or the docunment. The follow ng major sections provide the
basis for an outline and are in Section F in nost service
contracts. The standard nunbering schene for service
contracts is numeric (for exanple, 1, 1.1, 1.1.1).

a. GCeneral (Section F-1). This section provides a
broad overview to the SON It contains a part describing
the scope of work. Personnel related matters cone under this
headi ng. Mst inportantly, this section contains a part that
states clearly the contractor’s specific responsibility for
quality control. (This quality control part is in addition
to what may be in the standard clauses in the genera
provisions of a given contract.) This part of the SONtells
the contractor what specific kind of quality control is
required for the contract.

b. Definitions (Section F-2). A definitions section
i ncludes all special terms and phrases used in the SON The
definitions nust clearly establish what is meant so that
disinterested parties will fully understand them




c. Governnent- Furnished Property and Services (Section

F-3). If the Air Force will provide any of these for the
contractor’s use in providing the required services, use this
section to describe what will be given. If the list(s) is

fairly extensive, nmake it into a technical exhibit(s) and
i nclude at the end of the SON rather than in the nain body.
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Use the data gathered concerning facilities, equipnent, and
material as the basis for these |ists.

d. Contractor-Furnished Itens (Section F-4). In this
section the anal yst describes material and equi pment that the
contractor must provide. As with government furnished
property, if the lists are lengthy, they are nade a technica
exhibit and referenced in this section.

e. Specific Tasks (Section F-5). Specific tasks are
the heart of the SON Al of the work done under job
analysis will find its way into this section. To wite this
section, go back to the tree diagrans and activity analysis
sheets which were made in chapter 2.

(1) After the activities that were selected for
contracting have been grouped and arranged as they appear in
the tree diagram witing this sectionis sinply a matter of
putting the activities down in a |ogical sequence.

(2) At the same time this is being done, group the
performance indicators, standards and acceptable quality
| evel s together in the same |ogical way for inclusion on a
Per f ormance Requi renents Summary. |Include themas a
techni cal exhibit to the SON (See figure 3-1 for an exanple
of this technical exhibit.) At this time, all of the colums
can be filled in except the nethod of surveillance, which is
not filled in until the surveillance plan has been devel oped.
The other entries come from performance analysis and the
deduct analysis (figures 2-9 and 2-11).

f. Applicable Technical Oders, Specifications,
Requl ati ons, and Manuals (Section F-6). During job analysis,
the anal yst produced a |list of applicable directives.

Include the list in this section; include the dates of the
directives. Tell what happens when a directive changes
during the life of the contract. Also, state whether each
directive is mandatory or advi sory on the contractor

g. Technical Exhibits. Some itens are too bulky to
include in the main body of the SON Also, the anal yst may
want to include information hel pful to the contractor
Techni cal exhibits are used for both these purposes.



3-4. Conposition. The SOW becones a part of the contract
and is a contractually binding docunent on both the
contractor and the Government. Since the witten words
translate into cost and profit, every word will be
scrutinized, and, if possible, interpreted to the
contractor’s advantage. The anal yst nust define and express
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each requirenent so that the contractor’s advantage does not

become the governnent’s di sadvant age.



a. Style. Style may be described as the node of
construction or devel opnent which a person uses to achieve an
end product. In particular, the analyst’'s style refers to a
met hod of expressing ideas in phrases, sentences, and
par agraphs. Technical style is the way the anal yst assenbl es
the technical information into an exact statenment of facts.
SOW styl e revol ves around the necessity for technica
accuracy. The analyst nust strive to include all the
essential information in the sinplest presentation

b. Language. The |anguage in a SOWN nust be exact and
concise. Every effort nust be nmade to use the sinplest
wor ds, phrases, and sentences possible, so that anyone who
reads it can understand its neaning, and avoid the risk of
m si nterpretation.

c. Anbiguity. Perhaps one of the biggest causes of
di sagreement in a SONresults fromthe use of indefinite,
anbi guous terms, and words with a doubl e-neaning. |If
anbiguity is present, a court generally holds the party that
drew up the contract responsible. Since the government wites
its contracts, it is responsible for any anbiguity that may
ari se.

d. Msused Wrds and Phrases. Oten the analyst
i nadvertently changes an intended neaning in the SOWNthrough
the misuse of certain words and phrases. The follow ng are
designed to elininate some of the m suse.

(1) Use of "shall" and "will." The term"shall" is
used to specify that a provision is binding. The word "will"
is used to express declaration of future action on the part
of the purchaser

(2) Use the enphatic formof the verb. That is,
tell the contractors they nmust or nust not do sonething. The
enphatic formof the verb will insure that one is giving
directions, not suggestions, to the contractor

(3) Do _not use "any," "either," "and/or." These
words inply a choice that the contractor may take. It is
better to avoid themunless a choice is to be nmade. The word
"both" can often be substituted for those words.

(4) Use of pronouns. The use of pronouns is
usual |y regarded as dangerous in the SON It is better to
repeat the noun and avoid m sinterpretation
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(5) Consistent term nology. The sanme words

and phrases nust be used throughout the SON This is
especially true when referring to technical ternms and itens;




for exanple, always refer to a particular part by the sane
nane.

(6) Nunerals. Wen nunerals are used on the
drawi ngs and illustrations, use themin the SON rather than
spel ling out the nunber.

e. Spelling. Mst words have only one acceptable
spel l'i ng; however, throughout the English | anguage there are
words that can be spelled several ways. To avoid
m sunder st andi ng, adopt the standard spelling.

f. Punctuation. To keep the SOWcl ear, use sinple,
short, and concise sentences, so that only the m ni num
punctuation is needed. A well planned word order will
require a m ni mum of punctuation. A rule for the analyst
shoul d be: When extreme punctuation is necessary, rewite
t he sentence.

g. Abbreviations. For the analyst, abbreviations serve
as a formof shorthand. Abbreviations can make conpl ex
terms easy and precise. However, many ni sunderstandi ngs
also arise fromthe use of abbreviations because the reader
is not always famliar with them The first tine an
abbreviation is used in text, showit in parenthesis
i medi ately after the spelled-out word O phrase. This
readi |y defines the abbreviation for further use.

h. Sentences. Sentences in a SONare often spiced
with | egal phraseol ogy and hi gh sounding words. This type of
witing is difficult to read and understand. Cdarity is
the anal yst’s overriding concern. The analyst nust try to
construct |ogical sentences that which are exact and conci se.
It is better to elininate a | ong and invol ved sentence by
rearranging it into two or three short, sinple sentences
limted to a single idea or thought. Good witing of any
type is dependent upon natural order. The word order of a
sentence tells the reader the function of each word in the
sentence. The sinple sentences one strives for in a SONare
based on the traditional order of Subject-verb-conplenment or
obj ect .

i. Paragraphs. Use a paragraph to state a single idea
and el aborate on it. Even though it may appear anywhere in
the paragraph, it is best to state the idea (topic sentence)
at the beginning, so that the reader can grasp it i mediately.
The topic sentence, then, is the framework to which other
sentences are added to devel op and support the origina

39
i dea. The ideal length of a paragraph will vary; however,

it is generally accepted that the maxi mum should be from 80
to 100 words.



3-5. Data Subm ssions. Service contracts often require

the contractor to submit data, forms, and other reports.
These requirenments are included as an exhibit to the
statement of work. Use a DO Form 1423, Contract Data
Requirenments List to list them |Include the description of a
data itemon DD Form 1664, Data |tem Description (see
exanples in figures 3-2 and 3-3). Oher agenci es nust use
their forns that are equivalent to the DD Fornms 1423 and
1664.
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CHAPTER 4

THE SURVEI LLANCE PLAN

4-1. Basi ¢ Approach. This chapter describes the major
contents of a surveillance plan. There are three key ideas
that are the basis for a surveillance plan.

a. Managenent By Exception. Quality assurance relates
to the output service provided by the contractor. As pointed
out earlier, the output service can result either froma
contractor-devel oped procedure or from an governnment specified
procedure. \When the procedure is specified by the government,
conpliance with the procedure is the desired output service.

(1) Wen the output is based on a contractor
devel oped procedure, the procedures are only |ooked at on a
by-exception basis; that is, satisfactory performance of the
out put service as specified in the contract normally
i ndicates that the contractor is using satisfactory
procedures. The governnent shoul d be concerned only when
services are not adequately performned.

(2) In this case, the inspector |ooks beyond the
| evel of services provided only to determine if the problem
i s caused by the governnent or the contractor. |f government
provided items to the contractor’s operation (such as,
parts, equipment, or facilities) are at fault, action nmust be
taken through governnment channels to correct the problem No
action will be required of the contractor. Wen the problem
is the contractor’s fault, the contractor is told to take
corrective action.

b. Performance Indicator. The l[evel of contractor
provi ded services is nonitored by checking the perfornmance
values in the statenent of work (SOWN. As described in
chapter 2, a performance value is a feature of the service
that can be nmeasured by a number. For exanple, two
i mportant performance val ues in vehicle maintenance and
vehi cl e operations are vehicle out-of-conmssion (VOC) rate
and taxi response tine.

c. ProblemLocation. Wen performance val ues show
that the service is not adequately performed, the QAE uses
decision tables to locate the problem The tables provide a
| ogi cal sequence to find the problem cause. Basically, they
are a set of pointers which should find the problem s source
in a step-by-step fashion. The construction and use of
deci sion tables are described in paragraph 4-4b.
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4-2. Surveillance Information Sources. There are four
principal sources of information for surveillance: nmanagenent
i nformati on systens, random sanpling, checklists, and fornmal
customer conplaints. The follow ng sections describe the

i nformation sources in detail

a. Managenent Information Systens. 1In a few instances,
an exi sting nmanagenent information system (MS) may be
avail abl e as a neans of surveillance. Wwen a MISis
available, as in the case of the Air Force's vehicle integrated
management system (VIMS) in the vehicle maintenance area, it
can col lect information on perfornmance val ues which can
be used instead of random sanpling data.

(1) Managenent information systens usually coll ect
i nformati on for 100 percent of the activities for a
specified period of tine. This information can be conpared
to a contract standard. On the basis of this conparison
performance can be budged and the performance for the
speci fied period accepted or rejected.

(2) For exanple, the vehicle out-of-conm ssion (VOC)
rate is conputed every nonth by the VIMS. A sinple
conparison of the VOC rate with the maxi mum acceptabl e VOC
in the SOWNexplains a great deal about the I|evel of
mai nt enance service supporting the base vehicles and
organi zati ons.

(3) By way of caution, however, one nust check the
data input intoa MSif the systemis maintained by the
contractor. |If one is going to use a MS to check the
contractor, make sure the MS contains reliable data.

b. Random Sanpling. The est frequently used way of
service contract surveillance is random sanpling. Services
are sanpled by the QAE to deternmine if the contractor’s
| evel of performance is acceptable. Acceptance sanpling is
done, basically, to determ ne a course of action: that is,
whet her to accept or reject the contractor’s |evel of
performance during a given period of tine. |If it rejects
performance, certain actions are started. |If it accepts
performance, no action is taken.

(1) The basis for doing random sanpling is
M L- STD- 105D, Sanpling Procedures and Tables for |nspection
by Attributes which is wi dely understood and used by both the
government and contractors. It is based on the concept of an
attribute. An attribute is a feature of a service which
ei ther does, or does not, match a standard (for exanple, a
taxi is on time or it is not on tine).
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(2) Wen sanpling by attributes, a certain nunber
of observations will match the standards and the remaining
nunber will not match. Therefore, attribute sanpling is
useful for describing howa job is done, in terns of defects
per hundred observations, or percent defective. Using this
concept, sanpling for a performance indicator can be
devel oped by proceedi ng through a nunber of fornal steps
based on M L-STD- 105D. The use of these concepts is
descri bed in paragraph 4-3, Sanpling Pl an

c. Surveillance Checklists. Checklists are also used
to check contract performance. They nust be used sparingly,
however. The use of the MS and random sanpling are preferred
i nformati on sources. Checklists help in surveillance of
contract requirements that happen infrequently. (For exanple,
if a contractor is required to performa service once a
mont h, this service would be included on a checklist.) Any
service that is not provided on a daily basis should be
consi dered for inclusion on a checklist unless a MS can be
used to deternine the quality of the service.

d. Formal Custonmer Conplaints. Even the best
surveillance plan will not allow the QAE to check all aspects
of the contractor’s performance.

(1) Formal custoner conplaints are a neans of
docunenting certain kinds of service problems. The way to
get and docunent customer conplaints needs to be carefully
pl anned by the persons checking the service contract.

(2) Customer conplaints are not truly random They
are seldomused to reject a service or deduct nmoney fromthe
contractor.

(3) Wen random sanpling is the chosen nethod of
surveil ance, a custoner conplaint cannot be used to satisfy a
random observation. However, it can be used as further
evi dence of unsatisfactory performance if random sanpling
shows that the specific service is unsatisfactory. These
conpl aints can be used to decide if action other than a
deduction shoul d be taken.

(a) Getting Custonmer Conplaints. An
aggr essi ve customer conplaint program once established,
needs to be briefed to every organi:ation that receives the
contractor’s services. An operating instruction should be
given to each organization outlining the custoner conpl aint
program the format and the content of a formal custoner
conpl aint, and the action which can be expected fromthose
assigned to watching and nanagi ng the service contract.
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(b) Docunenting the Custonmer Conpl aint.
Nornmal |y, each custoner conplaint is brought, either in
person or by tel ephone, to the person checking contract
performance. Enter information about the conplaint into a
Cust omer Conpl aint Record, simlar to the sanple shown in
figure 4-1. The record contains the follow ng i nformati on:

1 Date and time of conplaint.

2 Source of conplaint - organization and

i ndi vi dual

3 Nature of conplaint (narrative
description).

4 Contract reference of conplaint rel ated
servi ces.

5 Valid conplaint (Yes or No).

6 Date contractor inforned of conplaint.

7 Action taken by contractor.

8 Signature of the person receiving and
val i dati ng the conpl aint.

4.3. Sanmpling Plan. As a rule, a plan contains information

on the acceptable quality level, lot size, sanple size, and
rejection level. It states the nunber of units from each | ot
to be inspected (that is, the sanple size). It also states

the criteria for determ ning the acceptability of the Iot
(acceptance and rejection nunbers). This information is used
to build the sampling guide which are the major products in a
surveill ance plan for a service contract.

a. Beginning the Plan. To begin building a sanpling
plan, go to the Performance Requirenments Summary devel oped
during the "Wite Statenent of Wrk" step, chapter 3, figure
3-1.

(1) This chart contains the required services, the
standards, and acceptable quality levels. At this tine
deci de how the services will be checked (what information
source or nethod of surveillance will be used).

(2) Show these decisions on the chart. For each
service where random sanpling is used, conplete the steps
descri bed bel ow.
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CUSTOVER COVPLAI NT RECORD

Date and Tinme of Conpl aint: 21 Jan 1979 / :1005

Sour ce of Conpl ai nt
Organi zati on: 382 Bomb W ng/ LGC

I ndi vi dual : Capt John Murry

Nat ure of Conplaint:Called wecker and it did not arrive unti
3 hours after the request.

Contract Reference: F-5, para 5.1.1.2.5 and Performance
Requi renments Summary.

Validation: Contract requires a 1 hour response tine. Conplaint

is valid.

Date and Time Contractor Informed of Conplaint: 21 Jan 79/:1030

Action Taken by Contractor:

Contractor had a person out sick and did not have a back up
driver. He has now devel oped a roster of back up drivers who
can operate a w ecker.

Recei ved and Val i dated By: H.  Snyt h/ QAE

Figure 4-1. Custoner Conplaint Record.
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b. Deciding on the Acceptable Quality Level (AQ). The

AQ. is the highest number of defects per hundred, highest
percent defective or highest nunber of defects that can be
al l owed for any service performance indicator. There are
only a limted nunber of AQLs listed in ML-STD 105D but, in
virtually all cases, one will be close enough to control the
contractor’s level of service

(1) The first step in designing a sanpling plan

under M L-STD-105D is the selection of a realistic AQ.. No



service can be perfectly performed. The AQ.s placed on the
Performance Requirenents Summary in figure 3-1, nust be
adjusted at this tine.

(2) Find the closest AQQ fromfigure 4-2 and use it
to replace the original AQ. on the Performance Requirenent
Sunmary. For exanple, the AQL for taxi service might have
been 5 percent. This would be-changed to 4 percent or 6.5
percent since 5 percent does not appear in the figure.

c. Deternmining the Lot Size. To deternine the sanple
size, the lot size nust be known. The lot is how often the
contractor provides the service in a period of tine.

(1) To determine the lot size, estimte (or count)
the frequency of the service to be sanpled, during the period
it is to be sanpled. Thus, if schedul ed bus service
timeliness is the service being sanpled, and a sanple is
taken each nmonth, the lot size is the nunber of tines that
are avail able during the nonth to observe bus tineliness.

In this case, it would be the nunber of tines the buses go
around all the routes each day, multiplied by the nunber of
days in each month on which the bus routes operate.

(2) In the case of workorders, the nonthly |ot size
can be estimated fromhistorical information on file. The
proj ected workl oad data gathered in chapter 2 is used to help
determ ne | ot sides.

d. Deternining the Sanple Size. Use figure 4-3 to
identify an appropriate sanple size for a given |lot size.

(1) Use the normal sanple size columm unless there
is alimted nunber of QAEs or unless the cost of an
i nspecti on suggests the use of the mediumor small sanple
size col um.

(2) Use the mediumor small sanple size, if
i nspections for a particular service are |engthy or hinder
the contractor’'s ability to provide service to custoners.
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Al l owabl e Acceptable Quality Levels

0.010 % 1.0 %

0.015 % 1.5 %

0.025 % 2.5 %



0.040 % 4.0 %

0.065 % 6.5 %
0.10 % 10. %
0.15 % 15. %
0. 25 % 25. %
0. 40 % 40. %
0. 65 % 65. %

Figure 4.2. List of ML-STD 105D Acceptable Quality Levels
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Nor mal Sanpl e Medi um Sanpl e Smal | Sanpl e

Lot Size Si ze Si ze Si ze

2-8 2 2 2
9-15 3 2 2
16-25 5 3 3
26-50 8 5 5
51-90 13 5 5
91- 150 20 8 8
151-280 32 13 13
281-500 50 20 13
501- 1, 200 80 32 20
1, 201- 3, 200 125 50 32
3, 201- 10, 000 200 80 32
10, 001- 35,000 315 125 50
35, 001- 150, 000 500 200 80

150, 001 500, 000 800 315 80



500, 000 and over 1250 500 125

Figure 4.3 Sanple Size.
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e. Selecting the Rejection Level. Use M L-STD 105D
to identify the acceptance and rejection level for the
sanpl e size (see figure 4.4). To use the figurel begin with
the known values for the AQL and the sanple size.

(1) Find the selected sanple size (in the sanple
size colum) and read across that line to the colum for the
selected AQC. At that point there will either be two nunbers
or an arrow pointing up or down.

(2) If thereis an arrow, follow the direction of
the arrow until it leads to a pair of numbers. O the two
nunbers at the intersection or at the end of the arrow, the
nunber on the left (Ac or accept) indicates the maxi num
nunber of defects which can occur in a sanple and stil
permit the total group or lot to be judged acceptable.

(3) Wen there is no accept of reject nunber for a
gi ven sanmple size and AQ., following the arrow will also
cause a change in sanple size. For example, with an AQ. of
1.5 and a sanple size of 20, the sanple size would becone 32.

(4) The nunber on the right (Re or reject)
i ndi cates the mni num nunber of defects that occur in a
sanpl e which causes the total group or lot to be judged
unaccept abl e. For exanple, suppose the sanple size is
deternmined to be 32 and the AQL has been set at 6.5 defects
per hundred. Find the nunmber 32 in the sanple size colum
and read across that line until the AQL colum for 6.5 has
been reached. The two nunbers at that intersection are 5 and
6.

(a) In other words, the number on the left, 5,
is the nunmber of defects which can be found in a sanple and
still permt acceptance of the |ot.

(b) The nunber 6, to the right of 5, is the
smal | est nunmber of defects needed to declare the |ot
unaccept abl e and subject to further check, using the
deci si on tabl es.

4.4. Developing the Sanpling Method. The final thing to be
decided in sampling is how the sanple will be drawn. The
objective in the nethod is to insure that the sanple is




random (that is, that all services have an equal chance of
bei ng selected). To achi eve random sel ection, use a random
nunber table, as explained in the foll owi ng exanpl es (see
attachrment 1 for the whole table). Mst itens will fall
into one of these exanpl es.
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a. Use O The Random Nunmber Table. The random nunbers
in figure 4-5 are arranged in groups of five nunbers (51259,
77452, and so on).

(1) To use the table, begin by picking at random a
group of nunbers on any page of the table. This is usually
done by closing the eyes and pointing with a pencil or
finger to sone initial group

(2) To identify additional random nunbers, follow
a pattern. Go along a given line to its end and then al ong
the next line to its end and so on through the table unti
enough nunbers have been selected or until the table ends.

(3) If the table ends and there are still nore
nunbers to select, go back to the beginning of the table and
continue using the same pattern. Use various patterns
alternately; for exanple, use lines for one sanple, use
colums for the next sanple, and use a diagonal pattern for
the third sample

b. How To Use the Random Nunmber Table To Identify a
Random Sampl e of Consecutively Nunbered Workorders. Suppose
one has to identify a random sanple of 3 workorders for
i nspection. This can be done at the beginning of the month
(before the workorders are witten) or at the end of the
month (to sel ect workorders already on file).

(1) If there are, or mght be, 200 workorders to
select from then one begins by listing the | owest workorder
nunber (known or projected). This could be # 001 or possibly
#743, for exanple.

(a) List the highest workorder nunber (known
or projected); in this case, it could be #200 or #943. Wth
t hese boundari es now enter the random nunber table to the
first group of nunbers. For this exanple, use workorders
nunbered #743 to #943.

(b) If the last three digits in the first
group of random numbers is not between 743 and 943, discard
that group of numbers and go to the next group

(2) Again, using figure 4-5, if one starts at the
initial 77452, disregard the two nunbers to the left of the
three significant digits, or in this case, 77. The
remai ni ng number is 452. Since this is not between 743 and
943, go to the next group in the same line which is 16308,
again, discard the leftnmpst two nunmbers, and the nunber is
308. This is again too |ow
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(3) Go to the next nunber, 60756. The last part of
this nunber, 756, falls within the brackets one is |ooking
for, so workorder 756 is selected tO be sanpled. The next
random nunber group is 92144. Since 144 is not within the
brackets, nove to the next group 49442. Again, 442 is not
within the brackets and therefore is not selected to be
sanpl ed.

(4) This process would be continued until three
wor korders are sel ect ed.

c. How To Use The Random Nunber Table To ldentify
Random Sanple Froma List. |If a nunber of itens need to be
sanpl ed that are not consecutively nunbered, the sinplest
solution is to list the identifiers, for all the itens in the
lot, in a colum, on a piece of |ined paper

(1) Next, number the lines consecutively, beginning
with the nunber one hundred. Now use the random nunber table
to draw the sanple fromthe |ine nunbers. A selected line
nunber |eads to the identifier located on that |ine and that
identifier tells which itemto sanple. For exanple, if one
chooses to sanmple a set of worktorders with attached sal es
slips, one is not going to have to have a set of
consecutively nunbered workorders because not every workorder
has a sales slip attached.

(2) List the workorders with sales slips in a
col um, nunber each line in the colum, and randonmy sel ect
enough |ine nunmbers to make up the sanple.

d. How To Use The Random Nunber Table To ldentify a
Random Sanpl e of Days. Suppose one wants to identify 4 days
in the nonth on which to sanple sonething. The days of the
nmont h can be nunbered 01 to 31 (or less, as appropriate).
Begin in the random nunber table in figure 4-5 at 77452.

(1) It is best to use a starting point different
fromthe one used in the previous exanple but for the purpose
of this exanple it is being used again.

(2) One can move down the columm from random nunber
group to random nunber until the first nunber between 01 and
31 is spotted. In this case, it is 23216 or, using the rule
to discard the nunbers to the left of the nunmber of digits,
sinply 16. Thus the 16th day of the nmonth is selected for

sanpl i ng.

(3) Continuing in this fashion, one discovers that
58731, or sinply 31, or the 31st, is the next day for
sanpling. Proceed in this manner until the four days for
sanpl i ng have been identifi ed.
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(4) If it is not desirable to sanple on weekends,
di scard those days sel ected that happen to fall on a weekend
and continue that selection until the proper nunber of days
has been sel ect ed.

e. How To Use the Random Nunber Table To ldentify a
Random Sanmpl e of Tines of Day. |If one wants to sel ect random
times of day to sanple a service such as taxi or bus service
use the 24 hour clock

(1) If there are any constraints during each
24-hour period, take theminto consideration. For exanple,
suppose that base bus service operates between 0700 and 2345.
In this case, go through the nunber table until one finds a
group of dour numbers that correspond to an acceptable tine
bet ween 0700 and 2345. Again, using figure 4-5, and
proceedi ng across the line fromthe initial nunber, one cones
to 60756 or 0756 hrs as the first randomti ne.

(2) The next random nunber is 92144 or 2144 hrs.
The nunber is good and so one schedul es an observation for
2144 hrs.

(3) Proceed in this manner until the desired nunber
of sample tines have been identified.

f. How To Insure Variety in the Use of the Random
Nurmber Table. The use of variety in the random nunber table
ensures that detectable patterns do not occur

(1) Besides starting at different random points and
alternating the patterns for finding a string of random
nunbers, the user nay, at sone point in tine, wish to use the
first significant digits instead of the |ast.

(2) For instance, in the random nunber group 77452
one has customarily used the last three digits (that is, 452)
when | ooki ng for a random nunber with three digits. But
there is no reason why one could not for a period of tinme use
the first three digits, or 774.

(3) Success in using the tables requires
consi stency but also variety. The above information should
ensure that the tables are properly used and that the sanple
i s randomy drawn.

4-5. Surveillance Plan Products. Several witten docunents
are included in a surveillance plan:

a. Sanpling Guides. A sanpling guide is used for
surveillance. It is used in a surveillance plan to present
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the infornmati on needed to sanple the Perfornance of a
particul ar service. Information for the sanpling guide is
devel oped while the sanpling information is being derived for
the sanpling plan. The steps involved in devel opi ng
sanpling information are described in paragraph 4.3. As
shown in figure 4-6, a sanpling guide has these sections:

(1) A statenent of the AQL and its neaning in
| ayman’ s terms.

(2) The lot size for sanpling.
(3) The sanple size

(4) A description of the sanpling procedure
which tells how the service will be sanpl ed

(5) An explanation of the inspection procedure
which tells what will be checked during the inspection of the
sanpl e.

(6) Acceptable performance criteria which
estates the acceptance and rejection |evels.

b. QAE Decision Tables. Once a problem has been
di scovered, the inspector must turn to a decision table and
use the information in that table to aid himin finding the
source of the problem The decision table lists the synptons
of the problem and identifies the possible sources of the
problem Questions are established for each potential source
to determine the contributing factors. A decision |logic
entry is worked up for each required service. As soon as it
is considered satisfactory, the information is transferred to
the decision table. An exanple of a decision logic entry is
shown as part of a decision table in the sanple in figure
4-7.

c. Checklists. There are two nmin uses for checkli sts.

(1) Tally Checklists. Tally checklists are used to
docunent all sanple observations nade during a sanpling
period. Checklists may be preprinted with any format which
contains the follow ng information:

(a) Contract requirements - a statenent of the
servi ce being inspected.

(b) Date, time, entry for each observation

(c) (Qoservation identifier of applicable
wor kor der nunber, bus stop, or sales slip number, nea
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VO Sanpling CGuide #3
Vehi cl e Condition Monitoring

1. Acceptable Quality Level (AQ):. TO%
In the long run there nmust be no nore than 10 defects per
hundred vehi cl es.

2. Lot Size: __ vehicles operated by the contractor
3. Sammle Size: ___ vehicles operated by the contractor

4. Sanpling Procedure:

At the beginning of the nonth, list the registration nunbers of
all contractor operated vehicles on a sheet of rul ed paper
Begi nning with the nunber 100, number the lines on the paper to
correspond with the vehicle registration numbers. Using the random
nunber table select line nunmbers equal to the sanmple size. The
vehicle registration nunmbers an these lines indicate the vehicles to
be sanpl ed during the nmonth. Schedul e the inspections evenly over
t he nont h.

5. lnspection Procedure:
I nspect the veflicles using vehicle/equi prent di screpancy and
mai nt enance report as a guide (see AFM 77.310, Vol 11, Chap 6).

Record defect per vehicle for each of the inspected vehicles. Any
defects found not already noted by the contractor shall cause the
observation to be recorded as unsatisfactory.

6. Performance Criteri a:

a. Perfomance is acceptable when __ or less defective
vehi cl es are di scovered per nonth.

b. Performance is unacceptable when _ or nore defective
vehi cl es are discovered during a nonth.

7. Phase-ln Period: During the first two nonths of the contract
the following AQL’s (paragraph 1) and performance criteria

(paragraph 6) apply:

a. AQL: 15%

b. Performance is acceptable if __ or fewer defects are
di scovered per nonth.

c. Performance is unacceptable if __ or nore defects are
di scovered per nonth.

Figure 4-6. Sanpling Guide.
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(d) Result of observation - either
satisfactory or defective.

(e) Any pertinent comment for an observation
An exanpl e of a checklist for sanpling is shown in figure
4-8.

(2) Surveilla:ce Activity Checklists. Wen a
specific service or procedure occurs rarely or is not
i mportant enough to survey on a continuing basis, use a
Surveillance Activity G ecklist. This type of checklist nust
be prepared and included in the surveillance plan. An
exanpl e of this kind of checklist is shown in figure 4-9.

4-6. Contract Administrator’s Plan. The contract
admi ni strator has an obligation to see how well the QAE is
doing the job. The contract administrator rmust al so nmake
sone i ndependent checks of contractor perfornmance, preferably
by using the sane techniques that go into the design of the
QA surveillance plan. (This plan is conpleted at the sane
time as the surveillance plan.) As a mnimumthis plan nust
call for a quarterly review of the QAE s use of sanpling

gui des and an annual review of surveillance activity
checklist itens.
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Vehi cl e Operations Sanpling Guide #3

Vehi cl e Condition Monitoring

I |
Regi stration | Date | Tinme| Satisfactory] Un- |
Nunber | | | | sati sfactory]|
I | | I I
B 7305 | 2 Cct | 1530] X |
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| 1540]
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Sanple Tally Checklist.

Fi gure 4-8.
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CHAPTER 5

DA NG SURVEI LLANCE

5-1. Surveillance Methods. This chapter tells how to do
surveill ance once the plan is witten. It tells howto build
a nonthly schedul e, how to use the surveillance plan, and
what to do when there is poor contractor performance. This
chapter applies to Quality Assurance Eval uators (QAES) and
contract adm nistrators.

5-2. Building A Schedule. A surveillance plan is organized
to facilitate use by the QAE. The QAE i s responsible for
devel oping a monthly schedule for activities, based on the
surveillance plan’s requirements. Conplete the Quality
Assurance Eval uator Schedul e by the | ast workday of the
precedi ng nonth and send a copy to the contract adninistrator
and the functional area chief for their information and
review Each QAE builds a schedule by filling in the bl ocks
on the schedule. Specific instructions for filling out the
schedul e are provi ded bel ow.

a. Quality Assurance Evaluator Schedule. An exanple of
surveill ance schedule is showin figure 5-1. The left-hand
side of the schedul e divides the sheet into days of the week.
Thi s exanple shows only a 7-day schedule. The QAE nust nake
up enough sheets to include each day of the nonth. Al ong the
top of the schedule, insert the itens to be checked during
the nonth. Along the bottom of the schedule, indicate the
nunber of observations to be made during the nonth (that is,

how often a MS is checked, how many sanples will be taken,
how often a surveillance checklist will be used).
b. Filling In And Updating the Schedule. To fill in

the inspection schedule, the QAE refers to the sanpling guide
for each service being nonitored. The sanpling guide is used
with the random nunber table to deternmine the inspections
(observations) to be made during the month (see chapter 4,

par agr aph 4-4).

(1) Contract surveillance must cover all hours of
operation. Random observations are schedul ed at night, on
weekends and hol i days when services are performed during
these periods. Areas that are nonitored on a set schedul e
(for exanple, VIMS standards and anal ysis reports) are
included in the monthly schedule. This nmonthly schedul e
shows where and what the QAE is nonitoring at all tines
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(2) Post any changes to the schedul e weekly and
send copies to the contract admi nistrator and to the
functional area chief. Docunment and explain the reasons for
each change. Actual surveillance activity recorded on the
surveil |l ance checklist nust be conparable to the nonthly
schedul e.

(3) As updated, one nust be able to conduct a
conplete audit trail fromthe nonthly schedule, to observing
the QAE perform sanpling, to conpletion of the surveillance
checkli st.

(a) There nmust also be a correl ation between
contractor performance versus standards, AQ.s, checklists and
actions taken by the contract administrator. The sanple in
figure 5-1 shows the schedule for one week. The QAE
conpl etes the blank forns, indicating week of (Monday through
Sunday), and enters the timel observation, and check (if
pertaining to a checklist), in the blocks corresponding to
the item and day.

(b) After it is conpleted and filled in, this
formis "FOR OFFI Cl AL USE ONLY" and nust not be shown to the
contractor.

5-3. Doing Surveillance. Doing surveillance involves using
the surveillance plan called for in the nonthly schedul e.
Use the foll owi ng procedure to record observations and take
action when the contractor’s defects exceed the allowable
numnber .

a. Recording Cbservations. Mnthly tally and
surveil l ance checklists are used for each sanpling guide
and | ess frequently checked services. They are used to tally
i nformati on on schedul ed observations and defects noted.
Each observation in the sanple is recorded on the checklists,
and the docunents then beconme a formal governnent record for
| ater reference

(1) Wen random sanpling guides are used, the tally
of observations and defects at the end of each nonth are
conpared to the acceptabl e nunber of defects appearing in the
sanpl i ng gui de.

(2) The contractor is told each tinme an error is
found during schedul ed observations and asked to initial the
observation recorded on the checklist.

(3) Errors found in services not schedul ed for
observation should be brought to the contractor’s attention
but not used to count as a defect for deternmining if the AQL
has been net.
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(4) Checks done with a surveillance activity
checklist are |ikew se recorded.

b. Potential Unsatisfactory Performance. |f the
sanpling guide or surveillance activity checklist indicates
that the nunber of defects is too high, the QAE goes to the
decision table for that service indicator.

(1) The QAE nust | ocate the speciflc service that

is unsatisfactory. The table will identify the possible
causes of the unsatisfactory performance and |ist a nunber of
guestions which, if answered, will probably pinpoint the

source of the problem

(2) The decision table helps the QAE identify the
probl em so that, anong other things, a neani ngful eval uation
can be nade of the contractor’s explanation and corrective
action. For exanple, if the contract specifies a maxi mum
out - of -commi ssion rate for vehicles of 8 percent, and the
rate was 10 percent, exam nation may reveal the excess was
caused by excessive vehicle down for parts (VDP). This could
have been caused by the governnment’s inability to provide
timely parts support.

(3) In such a situation, the contractor may not be
at fault. 1f, on the other hand, the excessive VDP was
created because the contractor ordered the parts on a routine
priority rather than priority, it nmight be the contractor’s
fault. The decision tables will assist the QAE in naking
such a determ nation.

c. Docunenting Unsatisfactory Performance. |f
performance in any area is judged unsatisfactory, the
contractor is required to respond to a Contract Discrepancy
Report (CDR). See sanple in Figure 5-2.

(1) The QAE prepares the formand sends it to the
contracting officer, who signs and sends it to the
contractor.

(2) Wen conpleted and signed, the report, along
with the tally checklist or surveillance activity checkli st
becorme the docunentation supporting paynent, nonpaynment, or
ot her necessary action.

5-4. Taking Action. The QAE may check the contractor’s
performance and document any non-conpliance, but only the
contracting officer :nay take formal action against the
contractor for unsatisfactory performance.
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CONTRACT DISCREPANCY REPORT

i. GEmtesq? memeds
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Refersnce the performance requirements summary Exhibit 12. The contract requires
that taxi service mest 2 four minute response time with an sccestible quulity lavel
of 152. Random observations indicate that this standard was not met. [n 4 sample
of 20 dispatches, 40 nickups excesded the standard.,
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enough drivers and vahicles are available for daily activities.

15 SOvEaamugm? VAL

The proposed corrective action and explanations are acceptable.
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Figure 5-2. Contract Discrepanct Report.
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a. Gound rules. This section lists the nornal steps to
be taken by contract adm nistrati on when the QAE reports
these deficiencies. The actions |isted are not hard-and-fast
rules, and are a mininum More serious action can be taken
sooner.

(1) Wen the contractor’s perfornmance is
unsati sfactory as defined in the surveillance plan and a
formal action is indicated, the QAE, the functional area
chief, and the contract admi nistrator neet to determ ne what
action is appropriate for the specific circunstances.

(2) If a decision is reached not to take a nonetary
deduction, the reasons are docunented. The contracting
of ficer must indicate agreement with the decision by signing
the contract discrepancy report or other decision
document ati on.

b. Actions. Following are the actions normally taken
when poor perfornmance is found.

(1) As arule, the QAE tells the contractor’s site
manager, in person, when discrepanci es occur and asks the
contractor to correct the problem The QAE nakes a notation
on the tally or surveillance checklist, of the date and tine
t he deficiency was di scovered, and has a contractor
representative initial the entry on the checklist.

(2) If the number of discrepancies found exceeds
the I evel for satisfactory performance, the QAE uses the
decision tables in the surveillance plan to deternine the
cause(s).

(a) If the government created any of the
di screpanci es, these are not to be counted against the
contractor’s performance.

(b) When the governnent has caused the
contractor to performin an unsatisfactory manner, the QAE
prepares a lotter to be sent to the responsible organi zati on
requesting corrective action be taken. The QAE sends it to
t he organi zation through the contracting officer

(3) Wen the contractor is responsible for exceeding
the imts of satisfactory performance, the contracting
of ficer issues a contract discrepancy report (CDR) to the
contractor (see paragraph 5-3c). |If the failure is serious
enough, issue the CDR at the tinme of the unsatisfactory



performance, rather than at the end of the nonth.
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(4) When a CDR is issued for a specific service
the contracting office deducts fromthe nonth's paynent, an
anount up to the percentage indicated in the Perfornmance
Requi rement Summary exhi bit of the contract. Do not del ay
the deduction until the contractor responds to the CDR If
surveil l ance was done right and the decision tables used, the
unsatisfactory performance is clearly the fault of the
contractor. For a specific exanple of a deduction, see
par agr aph 5-5.

(5) |If the contractor does not achieve satisfactory
performance in that specific service by the end of the next
nmont h, the contracting officer issues another CDR and deducts
the appropriate anbunt fromthe contractor’s paynment.

(6) If athird CDR nust be issued, consider issuing
a cure notice. (However, a cure notice can be issued sooner
i f necessary).

(7) Depending on the contractor’s overal
performance, the governnent may i ssue a Show Cause letter if
the reply to a cure notice is unsatisfactory; next consider
term nating the contract.

5-5. Deductions For Non-Performance. Through the Inspection
of Services clause, the governnent can deduct froma
contractor’s paynment an anount equal to the services not

provi ded.

a. To do this, the contract adm nistrator nust know the
maj or cost categories in the contract and the percentage of
cost each service output represents. The percentage cost of
each service is found in deduct analysis; see chapter 2,
par agraph 2-9. An exanple of how the deduct formula works is
shown in figure 5-3.

b. Suppose the bid schedul e showed the nonthly contract
price for vehicle operations, maintenance, and anal ysis as
shown. The percentage cost of the service output is then
found by | ooking at the Perfornmance Requirenents Sunmary
Techni cal Exhibit in the contract statement of work. In the
exanpl e, the percentage cost of quality of conpleted work is
10 percent. This is then multiplied by $100,000 to obtain
t he maxi mum anmount to deduct.

c. |If conpleted work was unsatisfactory during the
month (that is, did not nmeet performance val ues) and the
percent of the sanple found bad was 20 percent, $2000 would
be deducted fromthe paynment normally due the contractor
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Deduct Fornul a ( Exanpl e)

| f: Quality of conpleted work is unsatisfactory
(AQ. of 6.5% exceeded)
and: Contract price is $100,000 per nonth
and: Quality of conpleted word deduct percentage is 10%
and: Sanpl e size is 50
and: | unber of defects in the sanple is 10 (Reject nunmber is 8)

Then: Deduction fromthe current nonth's invoice is:

Contract price = $100, 000
X Deduct percentage = .10

$10, 000
X Percent of sanple defective . 20
Deduct i on = $ 2,000

Figure 5-3. Deducting for Non-Perfornmance
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d. This amount for quality of conpleted work is deducted
because the contractor failed to provide reliable, uniform
services within the assigned performance val ues. Although
sone conpl eted work nay have net the standard during the
nmont h, the acceptable quality level was not net and at | east
20 percent of the observations were defective. Hence, the
total quality performance requirenment has not-been achi eved.
As a consequence, the service output is unsatisfactory.

5-6. Good Performance. Wen a contractor’s quality contro
program wor ks, good perfornmance results. |If the result of a



QAE' s surveillance shows consistently good perfornmance, the
anount of surveillance can be decreased.

a. Reduced Inspection. Inspection can be reduced
when the foll owi ng conditions have been net for a sanpling
gui de.

(1) The preceding 4 lots (that is, the last 4
nont hs) have all been acceptabl e.

(2) The nunber of defects in each of the preceding
4 lots is less than one half of the acceptance nunber. For
exanple, with an AQL of 6.5 percent and a sanple size of 32,
the acceptance nunber is 5. |If two or |ess defects were
found in each of the last 4 lots, reduced inspection could be
used.

(3) The nornmal sanple size is being used.

(4) The functional area chief and the contract
admi ni strator agree to use reduced inspection

b. Reduced Sanple Size and Acceptance or Rejection
Nurmbers. Reduced inspection decreases the sanple size as
shown in figure 5-4. In addition, the acceptance and
rejecti on nunmbers change as shown in figure 5-5. To make the
changes to the existing sanpling guide, take the follow ng
st eps.

(1) Make sure that the original sanpling guide was
using the normal sanple size. To deternmine this, see Chapter
4, figure 4-3 and conpare the ot size with the sanple size
in the sanpling guide.

(2) Find the new sanple size by using figure 5-4.
Take the lot size and find the new reduced sanple size.

(3) Using the AQL in the sanpling guide and the new
reduced sanple size, see figure 5-5 for the new acceptance
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Lot Size Nor mal Sanple Size Reduced Sanple Size
2-8 2 2
9-15 3 2
16- 25 5 2

26-50 8 3



51-90

91- 150

151- 280

281-500

501-1, 200

1, 201- 3, 200
3,201-10, 000
10, 001- 35, 000
25, 001- 150, 000
150, 001- 500, 000

500, 001 and over

13

20

32

50

80

125

200

315

500

800

1250

Figure 5-4. Reduced Sanple Size.
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and rejection nunbers. Note that there is a gap between the
acceptance and rejection nunbers (for exanple, sanple size 32
and AQL 6.5 percent, accept is 5 and reject is 8). This neans
that the ot would not be rejected unless 8 defects were

found and woul d be accepted if 5 or |less defects were found.
However, a nunber of defects greater than five will be cause
for returning to normal inspection (that is, return to the
sanpl e size and acceptance and rejection nunbers used in the
original sanpling guide).

c. Returning to Normal |nspection. Wen reduced
i nspection is in effect return to normal inspection the next
nmont h under the foll owi ng conditions.

(1) Wen the nunber of defects exceeds the
accept ance numnber under reduced sanpling or

(2) The functional area chief and the contract
admi ni strator deemit necessary to return to norma
i nspection.

d. Returning to Reduced Inspection. |[If during the
first nonth of the return to normal inspection, the nunber of
defects found is again | ess than 50 percent of the reject
level, a return to reduced inspection may be done the next
month. If the nunmber of defects found is over 50 percent,
then normal sanpling rmust be acconplished until 4 nonths of
| ess than 50 percent of reject |evel defects are found.

5-7. Docunentation. During the course of the contract the
QAE retains a copy of all inspection schedules, tally
checklists, and surveillance activity checklists. At the end
of the contract period, the QAE forwards these records for
inclusion in the contract file. However, when a specific
servi ce becones unsatisfactory during a surveillance period,
the inspection docunentation supporting the contract

di screpancy report is forwarded to the contracting officer no
| ater than 5 working days after the end of the previous
performance peri od.
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CHAPTER 6

QUALI TY CONTROL AND PREAVWARD SURVEYS

6-1. Quality Control O ause. Each standard SOW contains a




contractor quality control clause. This clause provides
specific inplenentation of the standard | nspection of
Services clause normally present in service contracts.

a. Contracting officers nust pay particular attention
to this requirenment during the preaward survey and nust nake
sure that the contractor provides a witten quality contro
programprior to the contract start date.

b. To aid contractors in developing a quality contro
program the contracting officer nust provide the governnent
Qual ity Assurance (QA) Surveillance plan along wth
the Invitation for Bids or Request for Proposal

c. Mke sure to mark the QA surveillance plan with the
follow ng statement: "For Information Purposes Only. This
Qual ity Assurance surveillance plan is not part of the
Request for Proposal or Invitation for Bids nor will it be
made part of any resulting contract.” Use this statenent
since the government must retain the right to change or
nmodi fy inspection nethods.

d. An exanple of a clause is as foll ows:

Quality Contro

a. Quality Control. The contractor shal
establish a conplete quality contro
programto assure the requirenments of the
contract are provided as specified. One
copy of the contractor’s basic quality
control program shall be provided to the
Contracting Oficer at the preaward
survey conference or not later than at the
pre-performance conference if a preaward
survey i s not conducted. An updated copy
nmust be provided the Contracting O ficer
on contract start date and as changes
occur. The programwi |l include, but not
be limted to the foll ow ng:

(1) An inspection system covering
all the services stated in the Performance
Requi rements Summary of the Statenment of
Work. It rmust specify areas to be
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i nspected on either a schedul ed or
unschedul ed basi s and the individuals who
will do the inspection.

(2) A nethod of identifying defi-
ciencies in the quality of services



perfornmed before the | evel of perfornmance
i s unaccept abl e.

(3) Afile of all inspections
conducted by the Contractor and the
corrective action taken. This docunenta-
tion shall be nmade available to the
Government during the termof the
contract.

b. Quality Assurance. The Governnent
shall nonitor the Contractor’s perfornmance
under this contract using the quality
assurance procedures specified in the

Per f or mance Requirements Summary of the

St at ement of Work.

6-2. Preaward Survey (PAS). A SOWand a sound quality
assurance surveillance plan go a | ong way toward naking sure
that quality results come froma contract. The other
essential ingredient is a good contractor. The preaward
survey hel ps the governnent insure that it awards the
contract to a qualified bidder. In other words, the
contractor must be responsible as well as having the | owest
price (or |owest evaluated price) before the government
makes award. The preaward survey is a nethod to deternine
responsibility.

6-3. Preaward Survey O ause. Include a clause like the
foll owi ng, but adapted to the specific SOWN

Fi nanci al and Technical Ability.

a. |If a bid submitted in response to
this solicitation is favorably

consi dered, a two part preaward survey
may be conducted to determ ne the

bi dders ability to perform Part One
wi Il be conducted by (lnsert nane of
of fice) who may contact you to deter-
m ne your financial capability to
perform Current financial statenents
and pertinent data should be avail abl e
at that tinme. Part Two of the survey
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will be conducted at (Name Location)
shortly after bid opening by governnent
per sonnel

b. If a preaward survey is conducted,
you wi Il be requested to have
managenment officials, of the appropri-



ate level, represent your firm |In
addi ti on, your proposed project nmanager
shoul d be available to respond to
guestions raised during the preaward
survey. You should al so be prepared to
present a briefing regardi ng the manner
in which you intend to acconplish your
contractual obligations. As a nmininmm
you shoul d address the followi ng itens
of information in your presentation (a
witten copy of the presentation with
the backup data bel ow must be subnmitted
to the contracting officer 5 work days
before the presentation):

(1) Startup and phase-in schedul e.

(2) Key personnel letters of intent
and resumes.

(3) Availability of |abor force,
plan for recruiting, type and extent of
training.

(4) The role of the project
manager and the extent of his/her
aut hority.

(5) Organizational and functiona
charts reflecting Iine of managenent
responsibility.

(6) Manning charts in a fornmat
requested by the contracting officer
(only to be used to ensure that you
under st and t he workl oad).

(7) Plans and nanagemnent procedures
for logistical administrative support
of all functions; that is, contractor
furni shed supplies and equi prrent and
procedures for timely payment of per-
sonnel .
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(8) Procedures to be used to
ensure contract requirenents are net

(quality control progran).

(9) Corporate experience, as
evi denced by past and present contracts.

(10) Oher purchases for which you



have bid and for which you are apparent
| ow bi dder.

Sone negotiated and two-step forns of contracting use
techni cal proposals to determ ne how well sonmeone under st ands
the statenent of work. Adapt the clause above and include it
as evaluation factors in the solicitation

6-4. Preaward Survey Method. The contracting officer nakes
the decision to conduct a preaward survey based on know edge
of the bidder’'s past performance. When the contracting

of ficer decides to conduct a preaward survey the guidelines
i n paragraphs 6-5 to 6-8 apply. These guidelines are not
hard and fast procedures and the contracting of ficer nust
adapt themto the specific survey requirenents.

6-5. Preaward Survey Team This team can be conposed of
either acquiring activity or outside office support such as
the Defense Contract Administration Service (DCAS) in the
Depart ment of Defense or both. The PAS has two parts; that
is, financial and technical. The acquiring activity or the
outside office can run the technical part. However, when the
outside office runs the technical part, the acquiring
activity shoul d supplenent the teamw th appropriate persons,
such as the buyer, functional experts, etc.

6-6. CQutside Ofice and the Acquiring Activity Performthe
PAS. The buyer takes the followi ng actions as soon after bid
openi ng as possi bl e when an outside office perforns the
financial PAS and the acquiring activity performs the
techni cal PAS

a. Request the outside office to performthat part of
the PAS that is to be done by them (financial).

b. Request information required by Financial and
Technical Ability clauses fromthe bidder. See paragraph 6.3
above.

c. Send blank manning charts to the bidder for
submi ssion during the PAS
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d. Enphasize to the bidder the inportance of having a
detailed quality control programfor presentation at the PAS

e. Rem nd the functional person to have estimated
manni ng charts avail able for the PAS. These charts nust
estimate what contractor nmanning would be required to perform
the requirenent. They may not estinmate what it would take
gover nrent personnel to acconplish the tasks.

f. Coordinate the date of the PAS with the technica



PAS team chief and the contractor. Notify the contractOr O
the finalized date and | ocati on of the PAS

g. Performthe PAS. Do Al tasks in paragraph 6-7a
thru 6-7g.

6-7. Technical Evaluation. Performthe follow ng tasks

a. Evaluate the adequacy of the financial PAS perforned
by the outside office. Check the bidder’s financial
statements if they are subnmitted

b. Thoroughly anal yze manning charts submtted by the
bi dder. The foll owi ng procedures apply:

(1) First, validate the governnent prepared
contractor manning estimates. Make sure the governnent did
not overestinmate.

(2) Next, compare the bidder’s charts to the
government estimate. Insure that:

(a) Bidder’s total nmanning is conparable to
the estimate. A variance of nore than twenty percent should
be consi dered suspect.

(b) The bidder has the right classes of
enpl oyees on duty at the appropriate tines.

(c) The bidder has sufficient personnel on
duty during peak or key workl oad peri ods.

(3) Next, analyze the contractor’s net bid to see
if it will support the |level of manning proposed. Use the
foll ow ng procedures.

(a) Conpute total man-hours for each | abor
category in the wage determ nation.
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(b) Use a format simlar to the following to
conpute the estimate of the contract price

Labor Category Total Hours Hourly Rate Per sonne
X $ ---- = $ ----
X - = I
X - = I

Total Direct Labor Cost - $ ----

Supervi sory Costs ----
Leave Costs ----

Cost



Total Labor Cost $ ----
Payrol | Tax and | nsurance ----

Health and Wel fare (Hours tinmes dollar rate) ----
Mat erial, Supplies and Equi prent ----

Total Direct Costs $ ----
Over head e
General and Administrative Costs .-

Total Costs $ ----
Profit .-

TOTAL ESTI MATED PRI CE $ ----

(4) The bid price frequently may not support the
total number of direct |abor hours proposed by bidder on the
manni ng charts. Ask to see the bidder’s bid preparation
sheets. The bidder doesn’t have to show them but usually

will if one explains the data is needed to verify that direct
costs (labor, material, etc.) are not underesti mated. Once
this informati on has been provided, retain it. It nmay be

hel pful in the event of future negotiations.

c. Mke sure to have the | atest supply consunption data
if the bidder is going to furnish the supplies. Conpare this
with bidder’s informati on (when provided) to insure that the
bi dder has not underesti mated supplies.

d. A serious underestinmation of total costs, or a
serious msapplication of the man-hours proposed, indicated a
| ack of understanding of contract requirenents. This is
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where the technical representative goes to work. Interview
the bidder and find out whether or not the bidder understands
t he j ob.

e. Besides the total estimate, financial PAS and
general evidence of conpetence, the next nost inportant
factor is the bidder’'s proposed quality control plan. This
pl an shoul d be detail ed enough for the PAS teamto eval uate
and determ ne that the bidder actually knows what to do.

f. The bidder’s performance history is also a very
i mportant subject to be thoroughly covered by the PAS team
Est abli sh conpl ete and thorough docunmentation if a
determ nati on of nonresponsibility is going to be based upon



| ack of tenacity, perseverance or integrity.

g. PAS reports nust state the facts, draw a concl usi on
based upon those facts and end with a reconmendation to the
contracting officer.

6-8. CQutside Ofice Perforns the PM |If an outside office
such as DCAS is going to performthe financial and technica
PAS, the buyer does the follow ng:

a. Ask the office to performthe PAS. |ndicate which
particular acquiring activity will assist in the PAS. Nane
the personnel in the request; for exanple, buyer, food
services officer, etc.

b. Provide all acquiring activity team nmenbers witten
gui dance as to duties and responsibilities. Provide it in
enough time for menbers to study and fully understand their
responsibilities.

c. Insure that acquiring activity team nmenbers realize
that the outside office is running the PAS, and that they
understand that they have a very inportant input (the outside
office may be lacking in a particular area of expertise that
the acquiring activity provides).
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PART Il - COWERCI AL ACTI VI TIES (CA)

MANAGEMENT STUDY GUI DE
Chapter 1 - Cenera
A.  OVERVI EW

The CA managenent study is nandatory (see Part |, Chapter 2,
Paragraph E.11). It seeks to identify essential functions to be
performed, determ ne performance factors and deterni ne organization
structure, staffing and operating procedures for the nost efficient
and effective in-house performance of the commercial activity. The
new Gover nnent organi zati on becomes the basis of the Government
estimate for the cost conparison with potential contractors. In this
context, "efficient" (or cost effective) neans that the required
| evel of workload (output, as described in the perfornmance work
statement) is acconplished with as little resource consunption
(input) as possible without degradation in the required quality
| evel of products or services. Resources consuned may include
personnel, tine, dollars, supplies, equipnent and energy.

Ef f ecti veness conpares what an activity or group of people actually
acconplish in relation to an assigned m ssion

B. SCOPE

Most agenci es have formal programs and training for the
performance of managenent efficiency studies, and those prograns
woul d be appropriate for conducting CA managenent studies. This
gui de does not purport to replace the agenci es own managenent
techni ques, but nerely to establish the basic criteria and the
i nterrel ati onshi p between the managenent study and the performance
wor k st atement.

C. TIMNG

1. The CA managenent study and devel opnent of the Performance
Wrk Statement (PWS) are normally perforned concurrently. A job
anal ysis, described in Part Il of this Supplenent, is conducted as
the initial step in devel opnent or adaptation of the PWs. This
anal ysis nust be acconplished as the initial stages of the
management study. This will ensure that the managenent study
eval uates the nost efficient organizati on based on the outputs,
standards, and management flexibility to be included in the PW5 and
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not on the old nethods and procedures.

2. The PW5, which is devel oped to describe the output
performance standards of the organization under study, should be
witten to provide the maxi mum possi bl e amount of flexibility to
managers to acconplish the job. This should include elininating
conpliance with past regul ati ons and procedures when nore efficient
and cost effective ways are known and adequate perfornmance standards
are devel oped. The managenent study then devel ops the nost efficient
organi zation, taking into account the nanagenent flexiblity provided
by the PW5.

3. The PW5 does not need to be conpletely witten before the
managenent study is conplete, but the major decisions on perfornance
standards and whether conpliance with the old procedures is
mandat ory nust be nade before the nost efficient organization can be
devel oped. A routine, schedul ed nanagenment study effort one to two
years in advance of a projected CA cost study can provide the

opportunity to identify essential mssion requirenents, deternne
performance factors, establish staffing standards, investigate and
i mpl enent long lead time opportunities such as capital investnent
programs, test alternative organizations, establish reporting
systenms for workl oad and staff hours, highlight problem areas and
generate staffing and doll ar savings.

D. STUDY TEAM

The management study, ideally, is a teameffort which utilizes
the talents of individuals with expertise in managenent anal ysis,
staffing, position classification, work measurenent, val ue
engi neering, industrial engineering, cost analysis, contracting and
the technical aspects of the functional area under study. The
obj ective of the managenent study teamis to find new, innovative,
creative ways to provide the required products or services.

E. CA MANAGEMENT STUDY PRI NCI PLES

1. The managenent study nmust reflect the best efforts of the
activity to inmprove the operations of the area under study, with a
primary enphasis on the definition of what nmust be done (m ssion of
the activity) and the best way of doing it (methods inprovenent).
The best way to accomplish the essential mssion may involve changed
procedures, revised paper flow, restructuring of the organization
reconfiguration of facilities, equipnent changes, elinination or
downgr ade of positions and other techniques in order to provide the
sanme quantity and quality of service with the smallest possible
consunpti on of resources.

2. The nost efficient and cost effective in-house organization
may include a reconmendation to reduce staffing requirenents through
consol i dating organi zations, activities or functions; elimnating
redundant supervi sion/functions/tasks, decreasing hierarchica



| evel s; reducing clerical and other support positions, increasing
the span of control and elimnating nonessential positions. |If the
managenent study identifies a need for fewer people in the activity,
support areas should al so be investigated for reduced support
requirenents.

3. The people at the local |evel designated to performthe
managenent study shoul d be given freedomto be innovative and
creative and devel op a new organi zation to neet the quantity and
qual ity standards of the old organi zation w thout constraints on
their thinking, except for areas covered by |law. Senior nanagenent
may i npose restrictions after evaluating the original concept.

F. DOCUMENTATI ON

The managernent study is a najor managenment anal ytica
eval uation of an organization to determine if the job can be
acconplished in a nore econoni cal manner. The results of the study
will be used to devel op the Governnent cost to conpare with
contractor cost to provide the product or service. The results of
t he managenment study rmust be documented to show the devel opnent and
extent of the analytical process and to record the new Government
organi zation. The Exhibit to this Part provides a suggested format
for documenting the managenment study. The format is not mandatory;
however, the nmanagement study docunentation nust include a
di scussion of all applicable areas covered in the suggested format.
The docurment will be the basis on which the agency certifies that
the Governnent cost estimate is based on the nost efficient and cost
ef fective operation practicable.
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Chapter 2 - Study Met hods

A, OVERVI EW

Speci fic techni ques used in CA managenent studies can range the
entire spectrum of work nmeasurenent, val ue engi neering, mnethods
i mprovenent, organizational analysis, position nanagenent and
systenms and procedures analysis. |n some cases, capital investnent
programs may be available to nmake the function nore productive.
(These prograns shoul d be pursued as quickly as possi bl e because
a long acquisition lead time may be required.) The techniques
chosen depend on the type of function involved and the data, tinme
and anal ysts avail able. Some of the techniques are outlined bel ow
however, details on application of the techniques may be obtai ned
from many managenent textbooks. Two useful, conplete works are the
Armmy publication, DA Pamphlet 5-4-1, and the Air Force publication
AFR 25-5, Volune II.



B. ANALYSI S TECHNI QUES

There are several specialized analysis techni ques which can
identify problem areas, duplication of effort, layering of
supervi sion, |ost notion, need for del egation, inefficient nethods,
etc. These include flow process charting, |ayout analysis, systens
and procedures anal ysis, process neasurenent analysis, work
distribution analysis, linear responsibility charting, functiona
nodel and PERT.

C. TECHN CAL ESTI MATES

This nmethod may be used when there is insufficient tinme or
expertise available for nore precise techniques. The technica
estimate requires infornmed subjective judgnents by anal ysts and
functional personnel. Staffing by technical estimate may al so
i nclude directed positions required by | aw and regul ati on
Measur ement met hods such as timng a good operator or exam nation of
hi storical experience may be used to assist in the devel opment of a
technical estimate. The basis or reasoning used for the technica
estimte shoul d be described in the study.

D. STATI STI CAL TECHNI QUES

Statistical techniques generally use historical data to generate
projections of workload and staffing. They are useful where
hi storical workload and staff hour data are available or can be
devel oped. Statistical techniques offer rapid coverage and accurate
projections of staffing and workl oad. This data can provide a
useful base fromwhich to conpare the savings of new ways of doing
the job. They should be used in conjunction with the PW5s as the
basis to devel op the Governnment cost estinate.
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MANAGEMENT STUDY GUI DE
Chapter 3 - Performance |Indicators in the Managenent Study
A.  OVERVI EW

The performance requirements of the PW5 are devel oped during the
initial job analysis phase of the study when the PW5 is being
written or adapted. However, these requirenments pertain only to
final outputs and assune that the contractor will devel op and
operate an organi zation to nmeet these perfornance requirenents.
Therefore, it may be necessary for the study teamto devel op
performance indicators for functions below the final output level to
assi st in devel opnent of the in-house organization

B. PERFORMANCE | NDI CATORS - | N- HOUSE ESTI MATE

Performance indicators required for devel opment of the in-house
organi zati on should be established at the sane tine the perfornmance



indicators for the PWs are developed. This will ensure that there
are no di screpancies or om ssions that would inflate or deflate the
i n-house organi zation in regard to the required outputs. The nost
direct way of evaluating performance is to count output units and
conpare to sonme predetermned requirenent. Sinmilarly, resource
requi renents can be predicted by conparing average outputs per
person to projected workload. In sone cases, output nmeasures which
are easily counted are difficult or inpossible to obtain. In al
cases, however, indicators of perfornmance can be devised. These
performance indicators should reflect the quantitative, as well as
qualitative, aspects of organizational output. Wen quantitative
nmeasures are infeasible, other neasures, such as effectiveness,
tinmeliness or quality, should be used.

C. TYPES OF PERFORVMANCE | NDI CATORS

Performance indicators generally useful in CA managenent studies
are of five types: quantitative, qualitative, tineliness,
effecti veness, and cost.

1. Quantitative. Measure of level of effort or work actually
performed. Exanples include nunber of wi ndows repaired, job orders
conpl eted, itenms issued and |lines typed.

2. Qualitative. Measure of how well outputs were produced
agai nst a standard. Exanples include itemreject rates, nunber of
customer conpl aints and accidents per mle. Many tines the
qualitative standard must be a witten description of the results of
t he wor k.

3. Tineliness. Measure of the average elapsed tinme to conplete
a work unit conpared to a requirenent. Exanples are: response tine
average tinme to effect supply issue, average tine between submi ssion
of a work request and conpl etion of work.

I11-6

4. Effectiveness. Measure of mission performance. |Includes
such measures as percent of itemnms inoperable due to nonavailability
of repair parts, equipnent deadline rates, pest infestation rate and
percent of eligibles utilizing a service.

5. Total Cost. This is an indirect nmeasure of activity
perf ormance applicable when there is no other adequate neasure or
when a maj or managerial responsibility is to contain costs of
performance. Costs can be measured on a total or unit cost basis.
Cost shoul d sel dom be used, as the conpetitive process of the cost
conparision will result in the | owest cost to do the job described
in the PW5.
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SUGGESTED FORVAT FOR DOCUMENTI NG MANAGEMENT STUDY

MANAGEMENT STUDY OF (Function), (I'nstall ation)

1. Pur pose

a. To develop the optimum organi zati onal structure to
acconplish essential (title of function) function(s).

b. To determ ne and docunent the specific nmanagenent
i mprovenents on which the optimum structure is based

2. Current Qperations:

(This section describes the authorized organi zation and
operations at the start of the managenment study. The npst current
of each of the bel ow shoul d be included).

a. Mssion Statenent

b. Organization Chart(s)

c. Responsibility of Essential Functions

d. Operation Procedures

e. Staffing Authorization and Position Structure Docunents

f. Technology Wilized

g. Workload Data

h. Personnel Analysis

i. Material Analysis

j . Equi prent Anal ysis

k. Facility Analysis
3. Discussion

(I'n this section the current organi zation and operations are
di scussed and conpared to possi ble new ways of doing the work. The
study’ s met hodol ogy enpl oyed is described, and the results and
concl usi ons of the analysis are presented. Rationale for
recomendati ons i n paragraph 4 should evolve fromthe concl usions
presented here. Each of the bel ow topics should be addressed.)

I11-8
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a. Mssion. (Discuss the current mssion and any antici pated
changes.)

b. Organization. (ls the structure appropriate to its m ssion
function, internal conditions and environnent?)

c. Responsibility. (Is authority and accountability properly
bal anced in the organization’s hierarchical structure?)

d. Operation Procedures. (lIs the systemintegrated, and does it
efficiently utilize people, material, and equi pment?)

e. Staffing Authorization. (Discuss the alternate staffing
patterns.)

f. Position Structure. (lIs the structure the nost effective and
econom cal based on work to be performed -- see OVMB Circul ar A- 64,
Posi ti on Managenment Systems and Enpl oyment Ceilings.)

g. Technology Review (Are avail able | abor-saving systens
bei ng enpl oyed?)

h. Workload Data. (Discuss the current workload and any
antici pated changes.)

i. Mterial Analysis. (Discuss current and future anounts and
types of material.)

j. Facility Analysis. (lIs type and |ocation of the work area
conduci ve to snmooth performance?)

4, Recommendat i ons:

(The argunent for the optimumstructure is made here with
references to rel evant paragraphs in the D scussion section and
Appendi ces. The description of the reconmended organi zation shoul d
i nclude the follow ng proposed itens.)

a. Mssion

b. Organization Chart(s)

c. Responsibility of Essential Functions

d. Operation Procedures

e. Manpower Authorization Docunents

f. Technol ogy Revi ew

I11-9
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g. Workload
h. Personne
i. Material

j . Equi prent
k. Facilities

5. Analysis of Resources |npact:

(This section portrays the effect of the recommendati ons upon
the overall organization resources. The follow ng areas should be
addr essed.)

a. Funding. (Personnel savings, costs for new equi pnent, tota
savings to CGovernnent.)

b. Personnel. (Nunber of grades and spaces increased/ decreased.)

c. Equipnent and Facilities. (Cost for those recommended and
projected savings fromtheir utilization.)
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PART |V - COST COVPARI SON HANDBOOK
Chapter 1 - Cenera
A. PURPCSE

This revised Cost Compari son Handbook i npl enents the policy and
requi renments of OMB Circular No. A-76. As prescribed in the
Circul ar, the Handbook nust be used by Federal agencies to ensure
cost studies will be fair, reasonable and consistent. The Handbook
provi des detailed instructions for devel opi ng a conprehensive
conparison of the estimted cost to the Governnent of acquiring a
service by contract and of providing the service with in-house
Government resources. The procedures set forth in this Handbook



recogni ze the absence of a uniform accounting systemthroughout the
Federal Government and are intended to establish a practical |eve
of consistency and uniformty to assure all substantive factors are
consi dered when nmeki ng cost conpari sons.

B. ORGAN ZATI ON OF THE HANDBOCK

1. This Handbook is organized by the nmmjor subjects which nust
be consi dered when devel opi ng i n-house and contract cost estinates.
Ceneral ly, these subjects followthe line-by-line progression of the
Cost Conparison Form (Illustration 1-1). Each line is explained in
sufficient detail to include conputations which nust be nade and
docunent ati on which nust be retained to support the cost study.

2. Chapter 2 describes the procedures to devel op the cost of
Gover nrent performance of the function under study. Chapter 3
descri bes the procedures to devel op the cost of contract performance
of the function under study. Chapter 4 provides procedures for
conputing the mni mum conversion differential and determi ning the
cost conparison decision. Chapter 5 addresses the speci al
requi rements for expansions, new requirements, and conversions to
i n-house. Four appendi ces have been added to support the cost
conpari son process and are identified in the Table of Contents.

C. OVERVI EW OF THE PROCESS
1. Cenera
The conpl eted cost study will provide reasonable estimates
of the cost of alternative courses of action. To assure a fair and
equi tabl e conpari son, in-house cost estimates nmust be based on the
sane scope of work provided in the perfornmance work statenent and
i nclude estimtes of all significant and neasurabl e costs.

2. Procedure

a. Preparation of the Performace Wrk Statenent (PW5) is

critical since it is the basis for the cost conparison. It must be
sufficiently conprehensive to ensure that in-house or contract
performance will satisfy Governnent requirenments. The PW5 shoul d

clearly state what is to be done wi thout describing howit is to be
done. The PWS shoul d describe the output requirenents of the in-
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house operation, including all responsibilities and the requirenents
for facilities, equiprment and material. It should also provide
performance standards and a quality assurance plan to ensure a
conpar abl e 1 evel of performance for either an in-house or contract
operation.

b. Soon after the PWs is initially devel oped, the Task
Group rmust compl ete a managenent study to determ ne the nost
efficient and effective organization for Government performance of
the PW5. The current workforce, materials, equipnment and facilities,



and procedures will be analyzed and adjusted to appropriate |evels.
To be efficient, the activity workl oad nmust be acconplished with as
few resources as possible. To be effective, an organi zati on nust be
abl e to successfully acconplish the nmssion at the required standard
of performance. The "Managenent Study Guide," Part Il of this

Suppl erent, is an exanple of an approach to the nmanagenent st udy.
The PWS and the results of the nmanagenent study are then used to
prepare the in-house estinmate.

c. The in-house estimate nmust be based on the sane PW5 used
in the contract solicitation. |In addition, it nust be devel oped on
the prem se that costs which would continue at the sane | eve
regardl ess of the nethod of perfornance (in-house or contract) will
not be conmputed. Wen the PW5 and resulting in-house cost estinate
for an existing Governnent activity are based on any variation from
current operations; e.g., scope of work, staffing, materials or
equi pent, such variations rmust be consistent with agency manpower
and personnel regul ati ons and nust be coordi nated with the agency’s
budget office. The step-by-step procedure for devel oping the in-
house cost estimate is in Chapter 2 of this Handbook

d. Wen the PW5 has been conpleted, firmbids or proposals
will be solicited in accordance with the acquisition strategy. Use
of formal advertising with firmfixed price bids is preferred.
However, proposals should be requested for conpetitive negotiations
when this method would be nmore suitable and is warranted under
current procurenent regulations with fixed price incentive contracts
preferred. It is essential that the invitation for bids or request
for proposals provide for a conmon standard of performance that
permits an equitabl e conparison of Governnent and contract costs for
perform ng the same work.

e. After costs of in-house performance and costs of
contract performance (other than costs dependent on contract price)
have been estimated, the Cost Comparison Form (CCF) nust be signed
and dated by the person responsible for its preparation. |If the
study was prepared by a Task Group, the chairperson of the Task
Group signs the CCF. At this stage, the contract price is stil
unknown.

f. The estimates of in-house and contract costs which can
be computed prior to the cost conparison nust be reviewed by a
qualified activity, independent of the Task Group preparing the cost
conparison study. This will be done prior to subnmission of the CCF
and supporting data (see Part |, Chapter 2, paragraph H) to the
contracting officer. The purpose of the independent reviewis to
ensure costs have been estimated and supported in accordance wth
provisions of the Circular and this Handbook. If no (or only mnor)
di screpancies are noted during this review, the reviewer indicates
t he di screpancies, signs, dates, and returns the CCF to the preparer
If significant discrepancies are noted during the review, the
di screpancies will be reported to the preparer for recomrended
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correction and resubnission. Follow ng the independent review, the
preparer submits to the contracting officer the CCF and supporting
data in a sealed and identified envel ope. This nust be done by the
requi red subm ssion date for bids or proposals.

g. The confidentiality of all cost data, including the
contract price, nust be nmintained to ensure that Governnent and
contract cost figures are conpletely independent. For exanple, the
contracting officer will not know the in-house cost estimate unti
the cost conparison is acconplished at bid opening date.

h. For advertised procurenents, the foll owi ng procedures
appl y:

(1) At the time of public bid opening, the contracting
of ficer and the preparer of the in-house cost estimate open the bids
(as well as the Governnment in-house cost estinmate) and enter the
price of the apparent |ow bidder on the CCF. After the contract
price is entered, the preparer conpletes the CCF. The contracting
of ficer shall announce the results, subject to evaluation of bids
for responsiveness, responsibility and resol ution of possible
appeal s and protests. The conpl eted CCF and supporting data shal
be made available to affected parties for review at this time. The
appeal period (see Part |, Chapter 2, Paragraph |) begins at this
tinme.

(2) If, after the evaluation of bids and pre-award
det erm nati ons of responsiveness and responsibility, the sel ected
bi dder is other than the previously announced apparent | ow bidder
then the CCF will be revised. Al affected parties will be notified
of any such revi sion.

(3) The final decision for perfornance in-house or by
contract shall be announced as required by agency procedures.

i. For negotiated procurenents, use the procedures for
advertised procurenments, except as foll ows:

(1) After selection of the nost advantageous proposal
the contracting officer and the preparer of the in-house cost
estimte open the Governnent in-house cost estimate, conplete the
CCF and conpare the alternative costs. The cost conparison nmust be
made prior to the public announcemnent.

(2) If the cost comparison results in a tentative
decision to convert to contract, the contracting officer notifies

the contractor that an award will be made if the contracting
alternative is still nmore econom cal than in-house perfornmance after
conpl etion of the public review period, plus any additional tine
requi red pursuant to the appeal procedures. |f necessary, the

contractor mnust extend the proposal acceptance period 60 days to
cover the appeal period. The contracting officer publically
announces the apparent results of the cost conparison for the
information of all directly affected parties. This public
announcement includes a notice that formal supporting docunentation



(see Part |, Chapter 2, Paragraph |) is available for review by
directly affected parties.

(3) Affected parties nust al so be infornmed that
performance by contractor or by in-house personnel is contingent
upon conpletion of the review period, plus any additional tine
required pursuant to the appeal procedures.
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Agency

In-House Performance Costs

1. Personnel Cost

2. Material & Supply Cost

3. Other Specifically
Attributable Costs

4. Overhead Cost

5. Additional Costs

6. Total In-house Costs

Contract Performance Costs

7. Contract Price

8. Contract Administration

9. Additional Costs

10. One-time Conversion Costs

il Gain or Loss on Disposal/
Transfer of Assets

12. Federal Income Tax
{Deduct)

13. Total Contract Costs

Decision

14. Conversion Differential
15. Tota!{Line 13 & 14}

16. Cost Comparison (Line 15 minus Line 6)

ILLUSTRATION 1-1

Location Function

COST COMPARISON FORM

In-House vs. Contract Performance

Performance Periods

Ist 2nd 3rd Addl  Total

Reference

Do the cost comparison calculation only for the total column.
Positive result on Line 16 supports decision to accomplish function in-house.

17. Cost Comparison Decision {check block) ! ! Accomplish In-House

In-House Estimate Prepared By:

In-House Estimate Reviewed By:

Cost Comparison Accomplished By:

Cost Comparison Reviewed By:

Cost Comparison Decision Approved By:

!/ | Accomplish by Contract

Name/Title/Organization Signature

Date

PART 1V - COST COVPARI SON HANDBOOK

Chapter 2 --

V-5

Devel opi ng the Cost of Governnent Perfornmance



A. | NTRODUCTI ON

1. GCenera

Thi s Chapter discusses the procedures for devel opi ng the
specifically attributable, overhead and additional costs associated
with in-house performance of a comercial activity. Specifically
attributable costs are incurred 100 percent by the function under
study and are discussed in paragraphs D through F. Overhead costs
are | ess than 100 percent attributable to the function under study
and are discussed in paragraph G Additional costs are discussed in

paragraph H. |If the cost conparison is an expansion, new requirenment
or conversion to in-house operation, refer to Chapter 5 before
proceedi ng. The in-house performance cost will be based on the sane

| evel of effort and description of work as identified to the
contractor in the performance work statenment (PWS) and ot her
solicitation docunents. The estimated costs of the function under
study will be based upon the follow ng:

- Per sonnel Cost
- Material s and Supply Costs
- O her Specifically Attributable Costs
-- Depreciation
--  Rent
-- Mintenance and Repair
-- Insurance
-- Uilities
--  Trave
-- Oher Costs
- Overhead Costs
-- Operations Overhead
-- Ceneral and Administrative Overhead
- Addi ti onal Costs

Cost conparison studies will consider all significant costs both for
Government and contract performance and will be based on the PW5 and
management study. However, costs that would be the same for either

i n-house or contract operation shall not be conputed, but nust be
identified by type of cost and included in the cost conparison
document ati on.

2. Rounding Rule

Round all line entries in the CCF to the nearest dollar
Drop 1 to 49 cents and add one dollar for 50 cents to 99 cents.

3. Proration of Performance Periods

When the period of performance is less than a full year
prorate all cost elenents except one tine costs (line 10) over the
nunber of nonths in the performance period
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4. Docunentation

a. The cost conparison study nust be docunented to provide
a record of information to support the entries for each line of the
cost study. The cost elenents involving comobn costs which are not
entered on the CCF will be identified and docunmented. Address each
line of the CCF and provide rationale for including or excluding
specific costs. To the maxi num extent possible, the docunentation
nmust support the cost study without further explanation. The
docunent ati on nust enable a reviewer to track the conputations from
start to finish. Several worksheets are provided in the Handbook to
facilitate conputati on and docunentation

b. On the CCF, under the colum "reference," for each line
of the CCF, show the page nunber of the attached docunentati on which
supports that line.

B. RELATIONSHI P TO THE BUDGET

In general, the PWS standards and workl oad estimates and
resulting cost estimates must be consistent with agency budget
gui dance covering the period of performance. This ensures economc
assunptions and gui dance devel oped for the agency are used when
devel opi ng the cost study. Cost estimates for expansions or
conversions of existing contracts to in-house performance nust al so
be prepared in accordance wi th budget guidance. This may require
addi ti onal work since these options may not be in the projected
agency budget. The budget inplications nmust al so be considered for
the overhead organi zations. The key consideration is whether the
budgets of these organizations would be revised if the node of
operation of the function under study is changed.

C.  LNFLATI ON

1. Agencies will annually provide the inflation guidance used
in pricing the President’s Budget for all activities perforning cost
conpari son studies.

2. In preparing cost estimates of in-house and contract
performance, all known or anticipated increases to be incurred
before the end of the first period of performance; e.g., salary
i ncreases for CGovernment enpl oyees, nust be included in each el ement
of cost. Accordingly, it will not be necessary to further adjust
the costs of the first period of performance for inflation. For
subsequent periods, the cost of anticipated changes in the scope of
work prescribed in the PWs nust be determined. |Inflation factors
for pay and non-pay categories will then be applied to the estimted
cost of the first year of performance. There are sone exceptions
to inflation which will be discussed later: personnel costs subject
to economc price adjustnment clauses (e.g., Service Contract Act,
Davi s- Bacon Act, etc.), depreciation costs for facilities and
equi prent, and cost of mnor itemns.

3. To calculate projected out-year costs based on inflation



proceed as follows:
I V-7

a. Deternine the anobunt of each elenent of cost that is
affected by inflation during each period of performance. For each
peri od, ensure the nunber of nonths in the period and changes to the
PWS have been considered. This applies only to recurring costs.
Non-recurring costs nmust be excl uded.

b. Miltiply the anpbunt of the el enent of cost determ ned
for each period of performance by the respective sal ary/ wage or
material cost inflation factors for the applicable period of
per f or mance.

c. Once adjusted for inflation, enter the total cost of
that CCF line itemin the columm corresponding to the appropriate
peri od of performance.

d. Show calculations in the formal docunentati on.

D. PERSONNEL COST -- Line 1

1. This line includes personnel costs for acconplishing the
requi rements specified in a PWs for the function under study.
I ncluded are sal aries, wages, fringe benefits, and other
entitlenents. To deternine personnel costs, two steps are required:
Devel opment of an in-house staffing estimate; and determ nation of
personnel costs based on the in-house staffing estimate.

2. ln-House Staffing Estimate. Devel opment of the in-house
staffing estimate is a crucial step of the cost conparison process.
The staffing estimte describes the nost efficient and effective
organi zation to acconplish requirements specified in the PWs

a. The first step in developing a staffing estimate is to
anal yze the PWs to identify requirements needed to acconplish the
tasks set forth in the PWs. Cenerally, requirenments should be
expressed in ternms of productive work hours. This analysis wll
provide the basis for identifying changes in organizationa
structure, work methods, and nunmbers and types of enployees required
to acconmplish the PWs in the nost efficient and econom cal nanner

b. A variety of tools nay be used to deternine the in-house
staffing estimate. These tools include manpower standards, staffing
gui des, prior experience, simlar operations at other |ocations,
actual work neasurenment and inforned judgnent. Cenerally, a

conbi nati on of these tools will be used. However, it is inportant
that the estimated workl oad be based on the PW5 and not necessarily
on the current workload, staffing or work nmethods. |If an existing

manpower standard or staffing guide is used, it may be necessary to
make upward or downward adjustments. The adjustments are necessary
because existing standards or gui des may be based on work el ements

or performance standards or describe work nethods which rmay not be

appropriate to acconplish the workl oad described in the PWs. |If



current staffing patterns are used, simlar upward or downward
adj ustrents nmay al so be needed.

c. Once PWS workl oad requirenents have been determ ned, the
next step is to design an organi zational configuration and position
structure which will best neet the PWs workload. This structure
must conformto agency budgetary, regulatory and personnel gui dance.
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In the event that the cost study results in a decision to perform
the activity in-house rather than by contract, inplenmentation of the
i n-house staffing estimate nust be initiated within one nonth after
cancel lation of the solicitation and conpletely inplemented within
six nonths follow ng this decision

d. The new organization and position structure should
arrange the PWS workload in the nost efficient manner. The workl oad
shoul d be divided according to skill levels required. Supervisory
and admi ni strative support requirements (not a part of operations
over head) should be included. Also, consideration nmust be given to:
multi-skilled positions to fully utilize enployees; the best mx of

wor k schedul es for acconplishing the workload; i.e., full-tine, part
time, and intermttent; and the use of overtine when appropriate for
unschedul ed, seasonal or peak workl oads. |In devel oping an

appropriate position structure, position descriptions nay have to be
written. Participation of classification specialists in the
personnel office should be obtained to ensure proper structuring
(design) of positions according to pay plan; i.e., CGeneral Schedul e
(GS), Federal Wage System (FW5), other occupational series and grade.
The anal ysts and task group should approach this task as if al
current positions are to be abolished. As the PW5 describes the out
put standards of the current job, nbst current positions will not be
af fected; however, this theoretical approach will help in devel oping
the nost efficient, effective organization. These decisions should
be made during the managenment study. The new organi zation, as
defined in the management study, is priced out in this phase of the
cost conparison process.

e. \Wen productive work hours are used as a starting point,
these work hours need to be converted to full-tine equival ents
(FTEs). For full-time and part-tine positions, estimate total hours
required by skill and divide by 1,744 annual available hours to
determ ne the nunber of positions required. For intermttent
positions to be expressed in FThs, estinmate total hours required by
skill and divide by 2,015 annual avail able hours to deternine the
nunber of positions required. (The annual avail abl e hours excl ude
annual | eave, sick |leave, adm nistrative |eave, training and other
nonproductive hours. The two factors result fromdifferences in the
applicability of such nonproductive tine between types of positions.)
An exanpl e of how to convert PWS workload to personnel requirenents
fol | ows:

EXAMPLE



Based upon the PWS, the maintenance/electrician requirenents for
the function under study total 8,448 annual productive hours.
Due to the nature of the work, the analyst determ nes that four
full-time mai ntenance enpl oyees are needed. In addition, based
on the extent and type of electrical work and | abor market

avai lability, the analyst, with the help of the personne

of fice, determ nes that one part-tine electrician working on a
20- hour per week schedule plus an internittent enployee for the
remai ni ng hours are appropriate.

The anal yst deternines four full-tine nmaintenance enpl oyees wil |
acconplish 6,976 productive hours (4 x 1,744 = 6976), |eaving
1,472 productive hours for the electricians (8,448 - 6,976:
1,472).
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The part-tine el ectrician enpl oyee which equates to .5 of a FTE
can acconplish 872 productive hours (.5 x 1,744 = 872), |eaving
600 productive hours for the intermttent electrician

The intermittent electrician’s 600 hours need to be converted to
FTEs for consistency and for ease in identifying the total FTEs
of the in-house staffing estimate. The higher availability
factor of 2,015 is used. Therefore, the intermttent enployee
in this example equates to .298 FTEs (600 - 2,015: .298).

Note: Specifically identify the part-time and intermttent
FTEs on the personnel cost worksheet; al so, express the
partial FTEs to three deci mal pl aces.

f. Wen PW5 requirenments vary for the various perfornance
peri ods, the in-house staffing estimate nmust be devel oped for each
per f ormance peri od.

3. Conputation of Personnel Costs. Illustration 2-1is a
wor ksheet whi ch can be used to conpute personnel costs. The
headi ngs descri bed below are illustrated on the worksheet.

a. Position title or skill - (Colum A). Exanple: carpenter,
driver, janitor, supervisor, adnministrative clerk

b. Gade - (Colum B). Show the GS/FWs grade for each type
of position or skill.

c. Nunber FTEs required - (Colum C). Show the FTEs
required for each grade. Specifically identify, on the worksheet,
the part tine and intermttent enpl oyee work years. This is
i mportant for later fringe benefit calculations, since intermttent
enpl oyees get |ower benefits than regular tour of duty enpl oyees.

d. Annual Salary/Wages - (Colum D). Pay information can
be obtained fromthe personnel or finance offices. Use current pay
rates based on the Government-w de representative rate of step 5 for
GS and step 4 for FW5 enpl oyees, or, if available and deened




accurate, an organi zationally determ ned average step within each
grade. Then multiply that pay rate by the nunber of FTEs in columm
C on the worksheet, except for intermttent positions where actua
hours are used. As a rule, GS salary is expressed as an annual rate
of pay and the FW5 salary is expressed as an hourly rate. For
positions to be used on a prearranged regularly schedul ed tour of
duty, this hourly rate is nmultiplied by 2,080 (52 weeks x 40 hours/
week) to obtain the yearly pay. (This rate will change to 2,087
effective FY 84 as per P.L. 97-253, Section 310.)

e. Oher Entitlements - (Columm E). Include entitlenents
which will also earn fringe benefits. Wrk closely with the
personnel office to make sure all entitlenents are considered and to
obtain current factors. Sonme exanples are night differential pay
for FW5 enpl oyees, environmental differential pay and pren um pay
for federal civilian firefighters and | aw enforcenent officers.

Show conput ati ons on a separate worksheet and include with the
personnel cost worksheet.
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f. Basic Pay - (Columm F). Sal ary/wages plus other
entitlements (columm D plus E)

g. Fringe Benefits or FICA - (Colum Q.

(1) Multiply the foll owi ng Governnent -w de standard
factors by the appropriate basic pay (colum F).

(a) The standard retirenent cost factor to be used
is the Governnent’s share of the full dynami c normal cost of the
retirement system as reported by OPMin its Annual Report to
Congress pursuant to P.L. 95-595. This rate will be established
annually by OPM (The current rate is 27.9 percent of payroll.)

(b) The CGovernment cost factor to be used for
Federal enpl oyee insurance (life and health) benefits, based on
actual cost, is 4.7 percent, plus an additional 1.35 percent for
Medi care (up to annual salary linmtations placed on enpl oyees
covered under FICA). The cost factor for nedicare increases to 1.45
percent in 1986.

(c) The CGovernment cost factor to be used for
Federal enpl oyee miscell aneous fringe benefits (workmen’s
conpensati on, bonuses and awards, severance pay, and unenpl oyment
programs) is 1.8 percent.

(2) Employees (primarily those who are first enployed in
civilian service after December 31, 1983) covered under Title Il of
Public Law 98-542, the Federal Enpl oyees’ Retirenent Contribution
Temporary Adjustnment Act of 1983, shall have the sane retirenent and
nmedi care benefit factors applied as described in paragraph g.(1)
above; that is, 27.9 percent for retirement costs and 1. 35 percent
for Medicare, up to annual salary limtations placed on enpl oyees
covered under FICA



(3) The Federal |nsurance Contributions Act (FICA) cost
factor will be applied to applicable enployees (nornally
intermttent enployees) who are not covered under the Federa
Enpl oyees Retirenent Contribution Tenporary Adjustnent Act of 1983.
Be careful to apply the FICArate only to wages and sal ari es subj ect
to the tax; there is an annual linmtation for FICA tax."

h. Gher Pay - (Colum H). Include entitlenents which do
not earn fringe benefits. Again, work closely with the personne
office to make sure all costs are considered. Sone exanples are
night differential pay for GS enpl oyees, overtine, holiday, bonuses
and uni form al |l owances. Show conputati ons on a separate worksheet
and include with the personnel cost worksheet.

i. Personnel Cost - (Colum 1). Add Basic Pay (colum F),
Fringe Benefits or FICA (colum G and other pay (colum H) for al
positions and total for both FW5 and GS categories. This personne
cost figure can now be used as a basis to conpute the actual
personnel costs for each period of performance.

I V-11

4. Perfornmance Period Costs.

Adj ustnments to current annual personnel cost for each period
of performance nust be nade to reflect anticipated pay increases.
There are many possibilities; however, the following is an exanpl e
of the process:

EXAMPLE

- It is Septenber 1982 and costs are being conputed for a firm
fixed-price contract with two pre-priced options for
performance periods two and three.

- Contract start date is to be April 1, 1983, and perfornmance
periods are: first - April | to Septenber 30, 1983; second -
Cctober 1, 1983 to Septenber 30, 1984; third - Cctober 1,
1984 to Septenber 30, 1985; additional - October 1, 1985 to
Sept ember 30, 1986.

- Projected pay increases per the President’s Budget (exanple
only) are as follows: for GS enployees, 5 percent on Cctober
1, 1982;, then 6 percent in Cctober 1983; 5 percent in
Cct ober 1984; and 4 percent in October 1985; for FWS
enpl oyees, the anniversary date for exanple purposes is July
1 of each year and the rates are 5 percent in July 1, 1983;
then 6 percent in 3uly 1984; 5 percent in July 1985; and 4
percent in July 1986.

- Personnel costs in the worksheet at Illustration 2-1 apply
for this exanple.

(END OF TH' S PAGE)
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PERFORVANCE PERI OD COVPUTATI ONS

First Performance Period (April 1 - Septenber 30, 1983)

GS Pay FW5 Pay
(Apr - Sep) 83 (Apr-3un) 83  (3ul-Sep) 83
Current Annual Cost $ 278, 750 $ 130, 469 $130, 469
Proj ected Pay Increase x 1.05 None x 1.05
Mont hs/ Year » 12 » 12 » 12
Mont hs X 6 (Apr-Sep) x 3 (Apr-Jun) x 3 (Jul-Sep)
Subt ot al s $ 146, 344 $ 32,617 $ 34,248

Then $146, 344 + $32,617 + $34,248 = $213,209 (First Period Cost)
Second Performance Period (Cctober 1, 1983 - Septenber 30, 1984)

The second and future periods will be projected per inflation

gui del i nes unl ess the contract contains an econoni c adj ust ment

cl ause or Service Contract Act (SCA)/Davis-Bacon provisions.
Contracts with an SCA provision will not be inflated for the outyears
because the contractors will not be required to inflate bids or
proposal s. However, when Department of Labor criteria is being used
certain potential contractor positions may not be covered under SCA
provi si ons; accordingly, the in-house related cost for correspondi ng
positions nust be inflated.

To continue the exanple, two positions are not covered under SCA
provi sions: the producer, GS-12 and Mi ntenance Forenman, W5 6.
Personnel costs are computed as foll ows:

PCSI TI ONS NOT' COVERED BY THE SCA CLAUSE



Current Annual Cost $40,753 (Producer) $23,971(Foreman} + 57,990 = $31,96!

Projected Pay Increase for

1st period x 1.05 x 1.05 x 1.05
Projected Pay Increase
for Znd period x 1.06 NA x 1.06
Annual Cost for 2nd Period $45,358 $25,170 ‘ $8,893 = 534,063

These increases ($45,358 and $3,063) are added to the cost of positions subject to
the SCA clause, which follows.

IV-14
POSI TI ONS COVERED BY THE SCA CLAUSE

GS Pay FW5 Pay
(Cct 83-Sep 84) (Cct 83-Sep 84)

Current Annual Cost for second period

staffing estimate ($278,750 - 40,753) GS = $237,997

($130, 469- 31, 961) FWs = $ 98,508
Projected Pay Increase from 1st period
applied to full year X 1. 05 X 1. 05
Cost of Positions Subject to SCA $249, 897 $103, 433

TOTAL 2ND PERI OD COST
GS FW8

Cost of positions Not Subject to SCA $ 45, 358 $ 34,063
Cost of positions Subject to SCA 249, 897 103, 433
Subt ot al $295, 255 $137, 496
TOTAL (Second Period Cost) $432, 751

Third Performance Period (October |, 1984 - Septenber 30, 1985)

POSI TI ONS NOT COVERED BY THE SCA CLAUSE



POSITIONS NOT COVERED BY THE SCA CLAUSE

GS Pay FWS Pay
Oct 84-Sep 85 (Oct 84-Jun 85) & (Jul 85-Sep 85)

Secand period total cost 545,358 525,170 48,893 = $34,063

Projected pay increase for
third period x 1.05 x 1.06 x 1.05

Third period cost of positions
not subject to SCA 547,626 $26,680 + $9,338 = $36,018

)1
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TOTAL 3RD PERIOD COST

GS FWS
Cost of positions not subject to SCA $ 47,626 $ 36,018
Cost of positions subject to SCA $249,897 $103,433
Subtotals $297,523 $139,451
TOTAL (Third Peried Cost) $436,974

Additional Performance Periods. For contracts invelving more than three
performance periods, each subsequent period would continue to be adjusted using
the appropriate projected pay increase for positions not covered by an SCA clause.
To continue the example, computations are as follows for the period October !,
1985, through September 30, 1986.

POSITIONS NOT COVERED BY THE SCA CLAUSE

GS Pay FW3 Pay
Oct 85-Sep 86 (Oct 85-3un 86) & (Jul B6-Sep 86)

Third period total cost $ 47,626 $26,630 $9,338 = $36,018

Projected pay increase for
additional period x 1.04 x 1,05 x 1.04

Additional period cost of
positions not subject to SCA  § 49,531 328,014 + 59,712 = $37,726

TOTAL ADDITIONAL PERIOD COST

GS FWS
Cost of positions not subject to SCA $ 49,531 $ 37,726
Cost of positions subject to SCA 249, 897 103,433
TOTAL $299,428  +  S141,159 = $440,587
Performance Period Recaps:
lst 2nd 3rd Add'l Total
$213,209 $432,751 $436,974 S440,587 81,523,521

These totals are then entered on line 1 of the CCF.
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E. MATERIAL AND SUPPLY COST - Line 2

1. Material and supply costs are incurred in each period of
performance for goods such as raw naterials, parts, subassenblies



conponents and office supplies. Material costs are calculated only
if the materials are used solely by the function under study and are
not provided to the contractor; otherw se they are conmon cost.

2. Review the PW5 and solicitation docunents to determnine the
materials to be furnished to the contractor and those not furnished
to the contractor but needed for in-house performance. For only
those materials required for in-house perfornmance but not furnished
to the contractor, review historical records of material usage and
cost data prepared for the sane or simlar work. Adjust historica
mat eri al usage and cost data to reflect requirenents of the PWS
Determine if materials obtained from other Governnent agencies can

be obtained at |ess cost on the local market. |[|f so, obtain
appl i cabl e wai ver from other Governnment agency to purchase materials
locally. Include allowances for normal scrap, spoilage, overruns

and defective work. List required material by quantity needed, unit
price, material mark-up and total cost. A single entry may be nade
for miscellaneous items such as office supplies. Ensure unit prices
are current for the first period of performance.

3. Pricing Material From Ot her CGovernnent Agencies. Costs
associated with materials obtained fromother agencies will also be
added as a material markup to the material and supply cost.

a. GCeneral Services Administration. In nost instances, the
prices charged by GSA for material do not include all the costs of
the acquisition and storage functions performed by GSA. Since
i nclusion of these costs in GSA prices is not authorized by law, it
will be necessary to adjust GSA prices for purposes of the cost
estimates. Following is a description of the material and supply
services provided by GSA together with mark-up rates to be applied
to GSA prices:

(1) Wolesale and Stores Direct Delivery. The whol esale
program i nvol ves the distribution of conmon-use, comercially
avail able items through a network of supply distribution facilities
| ocated t hroughout the United States. Also included is the Stores
Direct Delivery Program This program provides the sanme type of
items carried in stock which, because of volune orders, are procured
fromthe vendor for direct delivery to the requisitioner in instances
when delivery tine is not critical. Add 11 percent.

(2) Retail. The Retail Program provides high demand
conmon-use office and janitorial requirements fromretail outlets
| ocated in areas of concentrated Federal activity. Add 23 percent.

(3) Nonstores Direct Delivery and Conpetitive Federa
Supply Schedules. This programis concerned wth obtaining custoner
nonst oek requirenments through direct shipnent fromthe vendor
Presently, agencies are ordering directly fromvendors using
schedul es established by the GSA Federal Supply Service. Agencies
pay the vendors directly for goods and services obtained. Add 5
percent.
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b. Departnent of Defense. The follow ng definitions
describe material supply services provided by the Defense Logistics
Agency (DLA). The appropriate mark-up rates to be applied to DLA
prices to show full costs are as foll ows:

(1) Wolesale Stock Fund. WMaterial for which the
Def ense Stock Fund has procurenment, receiving, storage, and shipping
responsibility. Add 24.5 percent.

(2) Direct Delivery. Material for which the Defense
Stock Fund has procurenent responsibility only and which is
delivered directly to the customer fromthe vendor. Add 13.4
percent.

c. Oher Agencies. The furnishing agency nust be requested
to determne the costs of acquiring, managing and storing its
material. These costs will usually be presented as a percentage of
its total material costs.

4. Material and Supply Costs nust be projected for all periods
of the cost conparison. The first period will reflect actua
projected costs. The second and subsequent periods are projected
using the appropriate inflation factor. However, these periods are
not inflated for contracts which include an escal ation or economic
adj ustment cl ause. Such a clause enables a contractor to be
rei mbursed for future price increases. |n the docunentation to the
CCF show the conputations used to derive the entries for all periods
of performance. An exanple of supporting docunentation is provided
in Illustration 2-2.
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F. OIHER SPECI FI CALLY ATTRI BUTABLE COSTS - Line 3

1. Overview

Personnel and nmaterial cost previously covered are normally
the primary sources of Governnent costs. The renaining el enents of
costs (with asterisks below) are also specifically attributable to
the function under study. As discussed in Chapter 2, paragraph C
each el enment of cost nust be adjusted for inflation. Wen
requirenents differ by period due to changes in the PW5, ensure
these adjustments are nade before applying inflation factors. Costs
that woul d be the same regardl ess of the eventual decision, though
not cal culated, must still be identified in each cost elenent (for
exanpl e, under paragraph 2F4, identify maintenance and repair of a
Gover nment furni shed building as a cormon cost). Costs which are
not 100 percent attributable to the function under study are
overhead costs and will be discussed in paragraph G

El ements of Cost

Per sonnel Cost Para 2D
Mat eri al s and Supply Cost Para 2E
*Depreci ation Para 2F2
* Rent Para 2F3
*Mai nt enance and Repair Para 2F4
*Utilities Para 2F5
*I nsurance Para 2F6
*Travel Para 2F7
*Qt her Costs Para 2F8

2. Depreciation
a. Depreciation is the nmethod used to spread the cost of
tangi bl e capital assets (e.g. plant and equi pnent), |ess residua
val ue, over an asset’s useful l[ife. Because |land has an unlimited
life, it is not a depreciable asset.

b. For purposes of the Handbook, depreciation nust be
calcul ated for capital assets in the foll ow ng cases:
* These "other specifically attributable costs" should be
sunmari zed on a worksheet, as in Illustration 2-5.

I V-20

(1) Depreciate only those capital assets used solely by



the function under study for in-house operation, but not provided to
the contractor as stated in the PWs or solicitation. |If all capita
assets owned (or to be acquired) by the function under study are
provided to the contractor, no depreciation costs will be cal cul ated
Assets costing | ess than $1,000 are classified as mnor itens and
will not be depreciated, but will be added to other costs (see
Paragraph F.8.).

(2) There may be circunstances when the Governnent
determnes it to be beneficial to study a currently contracted
function for nore economical in-house performance, to expand a
current in-house operation, or to establish a new requirenent. In
these cases, also depreciate the additional capital assets that
woul d be required by the function under study but not provided to
the contractor (see Chapter 5).

c. The following terms are expanded for clarification

(1) Useful Life. Useful Life is the estimted period of
econom ¢ useful ness of an asset in a particular operation. A
representative useful life table for various classes of equipnent is
provi ded at Appendi x C.

(2) Residual Value. Residual Value is the value at
di sposition (less costs of disposal) estinated at the tinme of
acquisition. In many cases, the estimated residual value is so
smal|l and occurs so far in the future that it has no significant
i npact on a cost decision. Residual value nay be al nost or conpletely
of fset by renoval and dismantling costs. Normally Governnent assets
will be used through the end of their estimated useful life; thus,
resi dual value may be carried at zero. |In the event that it is
known at the tine of acquisition that the capital asset will not be
used for at least 75 percent of its schedul ed useful life residua
val ue shoul d be estimated.

(3) Capital Inmprovenments: Capital inprovenents are the
costs of major overhauls and nodifications which add val ue or
prolong the life of a capital asset (equipnent or facility). These
costs should be treated as capital expenditures and depreciated over
the extended or remaining useful life of either the asset or
i mprovenment, whichever is |ess.

d. Using the exanple in Illustration 2-3, annual deprecia-
tion for capitalized equiprment will be estinmated as foll ows:

(1) Start with the acquisition cost (purchase price)
plus capital inmproverments, plus all other costs incurred to place
the asset in use; e.g., transportation, installation

(2) Then, deternine the year of purchase and the usefu
life of the asset in Appendix C

(3) If the projected useful life fromthe year of
purchase is less than the | ast year of the performance period,
extend the useful life. The useful life should be extended through-



out the last period of performance or |onger based upon actual or
pl anned retirenent or replacenent practice. This will ensure the
annual depreciation costs are spread over the period of expected

use.

I V-21

(4) Compute annual depreciation by dividing the depre-
ciabl e basis (acquisition cost plus capital inprovenents |ess
resi dual value) by the useful life. Capital inprovenents may have
to be depreciated separately and then accurmul ated with the annua
depreciation of the original capital asset.

(5) If the useful life shown on Appendix Cis unrealis-
tic for specific assets (regardless of current age), an alternative
useful life and consideration of residual value may be used if

approved by the assistant secretary or designee in paragraph 9.a. of
the Circular, if based on actual or planned retirement and repl ace-
ment practices.
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be depreci ated over the useful

the acquisition cost plus capital

For facilities,

e.
provenents (Il ess residual
life of the facility.

val ue) wll

Facilities are generally categorized as

be

life will

and t he useful

sem - per manent or tenporary,

per manent ,



standardi zed for the entire grouping. The useful |ife expectancies
listed bel ow nay be used by type of facility. |If useful life has
been exceeded, obtain an engi neering projection of anticipated
useful life.

Facility Category Useful Life
Per manent (P) 75 years
Seni - Per manent (' S) 50 years
Tenporary (T) 25 years

3. Rent - This cost is incurred for the use of non-Governnent
assets (land, plant and nmachinery, etc.) by the function under study.
Conpute only those rental costs not expected to continue in the
event of contractor performance. Wen the actual rental charges are
not avail able fromthe agency providing the asset and a GSA-billed
Standard Level User Charge (SLUC) is available, the SLUC charge
shoul d be used as the rental cost.

4. Miintenance and Repair - This cost is incurred to keep
bui | di ngs and equi prent in normal operating condition. |t does not
i ncl ude capital inmprovenents which add value to an asset and are
accounted for under depreciation. Conmpute mai ntenance and repair
cost for those assets that are not furnished to the contractor but
are needed for in-house performance for the function under study
and for any facilities or equi prent furnished to the contractor
where the contractor would be responsible for maintenance and repair
cost.

5. Uilities - This category includes charge for fuel
electricity, tel ephone, water and sewage services, etc., that would
not continue in the event of contract performance. The anount of
these costs applicable to the function under study will be deter-

m ned either on a netered or allocated basis of consunption. These
costs will be prorated by a unit of neasure that varies directly
with consunmption (e.g., floor space, type of facility, nunber of
tel ephones). Estimates of expenses to be incurred for the first
year of performance shoul d be based on current experience appro-
priately adjusted for anticipated future requirements. Engineering
esti mates should be used when historical data is not available. Al
estimtes should be appropriately docunented with supporting detail

6. Insurance - Operation of any Governnent activity involves
ri sks and potential costs fromcasualty |osses (fire, flood, etc.)
and liability claims. These risks are normally covered by insurance
in the private sector, but the Government is primarily self-insured
and nust pay for each loss incurred. To conpute estimated insurance
costs, use the exanple at Illustration 2-4.

a. Casualty losses will be conputed by multiplying .0005
times the net book val ue (depreciable basis |ess accunul ated depre-
ciation) of Government equi pnent, and the average val ue (stockage
I evel) of material and supplies. Casualty |losses for facilities and
mnor items will be .0005 times the estimated replacenent cost.
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b. Insurance to be conputed on assets wi LI depend on the
requi renents of the perfornance work statenent (PWs). |If the con-
tractor is required to provide casualty insurance on all Governnent
furni shed assets, conpute insurance for all those assets to be used
by the function under study, regardl ess of whether the assets will
be furnished to the contractor. |f the contract does not require
the contractor to furnish casualty insurance, conpute casualty
i nsurance on only those assets to be used by the function under
study whi ch woul d not be provided to the contractor

c. Agencies that formally devel op factors for Governnent
sel finsurance reserves, for exanple, Ofice of Aircraft Services,
Departnent of Interior, should use those factors rather than those
i n paragraphs 6.a. and 6.b. above for insurance costs that would not
continue in the event of contracting.
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1.

ILLUSTRATION 2-4

INSURANCE WORKSHEET

Casualty Insurance

A.

E.
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Federal Estimated
Stock Acquisition Accumulated Net Book
Capital Assets Group Costs Depreciation Value
Video Viewer 6730 5 6,895 S4,140 82,755
TV Camera 6710 11,844 7,110 4,734
Microphone 5965 4,909 3,075 1,834
Subtotal 59,323

Facility Number/Code

Estimated Replacement Cost2/

1,506 (P 52,200,850
701 (S) 750,600
1,502 (T) 19,300
Subtotal $2,970,750
Material and Supply
Average Monthly Material & Supply Stock
$120,000 (Annual Cost) _
=2 T2 monthe = $10,000 per month
Average Stockage Level = 2 months supply x $10,000 $ 20,000

Minor Items (Neon-Capital Durable Goods) less than $1,000 in unit value

Estimated Current
Acquisition Replacement
NOUN F5G QTY Costs Total Cost
Desks 7110 15ea $200 ea $3,006 $ 600
Chairs 7110 20 ea 100 ea 2,000 400
Subtotal $2,000
Summary
Replacement Casualty
Cost or Net Insurance =  Casualty
Capital Assets Book Value Factor Insurance
Equipment 3 9,323
Facilities 2,970,750
Materials & Supply 20,000
Minor Items 2,000
43,002,073 0005 = 41,501



F. Casualty Insurance by Performance Period

1st3/ 2nd4/ 3rg3/ 4th&/ Total?/
Casualty Insurance 5 750 $1,584 51,663 $1,740 85,737
Liability Insurance by Performance Period
lst 2nd 3rd 4th Total
Personnel Related Cost
Line |, CCF $213,209  $432,751  $436,974  $440,587  §1,523,521
Liability Insurance Factor x .00067 x .0007 x .0007 x .0GO7 x . 0007
Liability Insurance $ 139§ 303§ 36 308 § 1,066
NOTE: Liability Insurance is calculated from previously inflated personnel-related

costs and need not be inflated again.

Summary of Insurance

Lst 2nd 3rd 4th Total
Casualty Insurance § 750 51,584 $1,663 $1,740 55,737
Liability Insurance 149 303 306 308 1,066
Total?/ $ 899 $1,887 $1,969 $2,0438 $6,803
FOOTNOTES:
1/ Appendix C.
2/ Civil Engineering Estimates.
3/ Annual casualty insurance prorated to first period (Aprii - September FY 83
dollars) + 12 months x 6 months = $750.
4/ Second period is October 83 - September 24. Inflation from FY 83 to FY 84
is 5.5 % (example), $1,501 x 1.055 = §1,58%,
5/ Third period is October 84 - September 85. Inflation from FY 83 to FY 85
is 10.8% (example), $1,501 x 1.108 = $1,663.
&/ Fourth period is October 85 - September 36. Inflation from FY 83 to FY 86
is 15.9% (example), $1,50t x 1.159 = §1,740.
7/ Transfer to Summary Worksheet, Hiustration 2-5, "Other Specifically Attributable

Costs."

c. VLiability losses wll
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be conputed by multiplying .0007

times the Governnent personnel-related costs (line 1 and the portion

of personne

7. Travel

costs in line 4 of the CCF).

- This category covers the expected cost of trave
that would not continue in the event of contract performance.

These

costs should be readily available from budgeted anpbunts of per diem
and transportation cost for the function under study.



8. Oher Costs

a. Oher cost is a general category for specifically
attributable costs that do not properly fit into one of the other
el ements of cost but do not continue in the event of contract per-
formance. Sonme exanpl es are purchased services or any work current-
Iy performed under contract that has been included in the PWs
packagi ng and crating (if not already a part of nmaterial and sup-
plies); transportation costs; and royalties. Ensure these costs are
not also covered in an overhead area. A format is provided at
IIlustration 2-5.

b. Additionally, include the recurring cost of minor itens
whi ch are not imediately consuned by the function under study and
not provided to the contractor. Mnor itens are non-capitalized
(will not be depreciated) durable items with current replacenent
cost that is less than $1,000; e.g., overhead projectors, office
equi prent, chairs. The cost of minor itens for each performance
period will be 10 percent of the total current replacement cost of
all mnor items not provided to the contractor. Should the supply
source mark-up increase the itenis cost to nore than $1,000, it wll
still be considered a minor item A worksheet is provided at
[Ilustration 2-6.

G. OVERHEAD COSTS - Line 4
1. Overview.

a. Costs incurred in support of the function under study,

not 100 percent allocable to that function, will be classified as
overhead. Overhead will not be calcul ated for studies of 10 FTE s
and under (nor will contract administration -- see Chapter 3,

par agraph C).

b. For the purposes of this Handbook, overhead w Il be
captured into two major categories by using the proper elenents of
cost from paragraph F. Include only those costs that will not con-
tinue in the event of contract performance. The first overhead
category will be Operations Overhead and is defined as those costs
incurred by the first supervisory work center one el enment above and
in support of the function under study. The second overhead cate-
gory will be General and Administrative Overhead and is defined as
all support costs, other than operations overhead, incurred in sup-
port of the function under study.
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c. Alimt nust be placed on the scope of anal ysis on
CGeneral and Administrative Overhead Support costs. Certain support
costs incurred by the executive, legislative and judicial branches
of the Government are attributable to the various departnents and
i ndependent agencies. Similarly, certain support costs incurred at
the departnent |evel would be attributable to the activities within
t he subordi nate organi zational |levels. General and Adninistrative
Over head support cost will vary based on the organi zational struc-
ture of each departnent or agency, but will exist in some formin
each. A portion of the support costs incurred above the install a-
tion level are theoretically attributable to the function under
study. However, for the cost conparison study, only ral cul ate sup-
port costs which would be elimnated in the event the function is
contracted. This decision is based on the conclusion that costs
i nvol ved in funding, policy-nmaking, |ong-range planning and direc-
tion woul d continue and be equally applicable to both in-house or
contract operation.

d. Typical General and Administrative Overhead Type Acti v-
ities have been depicted in Illustration 2-7. This table is not al
i nclusive but serves as a starting point to decide not only the
typical installation support or service activities (versus m ssion
activities) but also such external installation support activities
as regional personnel support service centers, regional finance
centers, supply centers and tenant activities that provide definable
support to the function under study. The nethods for cal cul ating
these overhead costs are presented in the next two paragraphs; a
wor ksheet is provided at Illustration 2-8.

2. Operations Overhead.

To conpute operations overhead costs for the supervisory
work center one | evel above the function under study, determine if
at |l east one position would be elimnated in the supervisory work
center as a result of conversion to contract. |If not, operations
overhead is zero. |If positions or overtine would be elimnated (a
position may be full-tine, part-tine or intermttent), conpute
personnel costs per paragraph D and al so conpute ot her costs solely
in support of positions to be elimnated. Reference material and
supply costs per paragraph E and other specifically attributable
costs per paragraph F for devel opnent of cost in support of positions
to be elimnated.

3. Ceneral and Administrative Overhead (&RA).

To conmpute GRA costs, first list all activities internal to
the installation that provide defineable support to the function
under study, excluding operations overhead. Next, list those
activities external to the installation which provide general or



admi ni strative support not available on the installation and which
are essential to the operation of the function under study; e.g.
regi onal service center. Wthin each of these activities deternine
if there could be at | east one position (full-tine, part-time, or
intermttent) or overtine elimnated as a result of conversion to
contract. |If not, GRA overhead is zero. |If positions could be
el i mi nat ed, conpute personnel costs, per paragraph D, and other cost
solely in support of those positions which would be elimn nated.
Ref erence material and supply costs per paragraph E and ot her
specifically attributable costs per paragraph F.
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| LLUSTRATI ON 2-7

TYPI CAL GENERAL AND ADM NI STRATI VE ACTI VI Tl ES

1. Organization Director (Comrander)

2. Comptroller (Budget)

3. Ceneral Counsel (3udge Advocate)

4. Central Personnel Services

5. Public Relations (Information Ofice)
6. Central Administrative Services

7. Security (including security clearances)
8. Data Automation

9. Procurenent/Contracting

10. Supply

11. Transportation

12. Tenant activities which provide support to the function
under study
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| LLUSTRATI ON 2-8

OVERHEAD COST WORKSHEET



ILLUSTRATION 2-8

OVERHEAD COST WORKSHEET

COST CATEGORY PERFORMANCE PERIODS

Ist 2nd 3rd Additional Total

Operations Overhead!

Personnel Cost 11,937 25,307 26,572 27,635 51,451
Material and Supply Cost 0 0 0 0 0
Other Specifically

Attributable Costs 8 18 19 19 64

(Specify)3

9 & A Overhead?

" Personnel Cost 4,307 9,131 9,588 9,972 32,998
Material and Supply Cost 0 G 0 0 0
Other Specifically

Attributable Costs
(Specify)? 3 6 6 7 22

Totals 16,255 34,462 36,185 37,633 124,535

(Enter totals on line 4 of the CCF)

! The analysis of operations overhead, for example purposes, shows that one
full-time position, a GS-7 step 5, can be eliminated as a result of converting the
function under study to contract. A further analysis of the costs in support of this
position; i.e., material and supply cost and other specifically attributable costs,
shows that none can be materially reduced. Personnel cost computations are made
per paragraph Dj; the position is not subject to the SCA ciause.

2 The analysis of G & A overhead, for example purposes, shows that only one office
is materially affected by converting the function urder study to contract. One part
time position, GS-4 step 5, 20 hours per week, can be eliminated in the personnel
office. A further analysis of the costs in support of this position, as in footnote |
above, shows that none can be materially reduced. The position is not subject to the
SCA clause.

3 Liability insurance factor .0007 applied to overhead personnel cost.
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H.  ADDI TI ONAL COSTS - Line 5

Thi s cost category enconpasses any Governnent costs which are
not classified appropriately by the cost elenents on Iines 1 through
4 of the CCF. This cost category should reflect those additiona
CGovernment costs resulting fromunusual or special circunstances
whi ch may be encountered in particular cost studies. The total
amount of such costs should be entered on line 5 of the CCF. Conmon
costs that continue to exist irrespective of the nobde of perfornmance
are not conputed. Anounts entered on line 5 nust be supported by a
definition of the type of costs reported, a justification for its
inclusion in the cost study, an explanation of the underlying
assunptions, methods of computation used to deternine the cost and
a detailed listing of the specific conmponents or elenments of cost
whi ch conprise the total anmpunt reported on line 5, if applicable.

I. TOTAL - Line 6

Enter the sumof lines 1 through 5 on line 6 of the CCF. This
concl udes the devel opment of the in-house cost of the function under
st udy.
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PART IV - COST COVPARI SON HANDBOOK

Chapter 3 - Devel oping the Cost
O Contract Performance

A.  GENERAL

Thi s Chapter of the Handbook deals with the determ nation of the
cost to the Government of acquiring a product or service by contract.
It includes a deternination of not only the anpbunt to be paid to the
contractor (contract price) but also a deternination of costs that
woul d be incurred only in the event of contract performance. The
Cost Conparison Form (CCF) identifies the categories of Governnent
cost which would be incurred in connection with contracting.

B. CONTRACT PRICE - Line 7

1. The contract price included in the cost conparison nust be
supported by a firmbid or proposal. The contractor’s bid or propo-
sal nust be predicated on the same perfornmance work statenent (PW5)
utilized in preparing the Government’s estimate. Also, the solici-



tation for bids or proposals will notify the bidders or offerors
that a conparison will be nade between the cost of contracting and
the cost of the in-house performance, and that a contract nmay or nmay
not result.

2. In determning the amount to be recorded as the contract
price, consider the contract type. The follow ng guidance is
provided in this regard.

a. In the case of an advertised firmfixed price contract,
the price of the | ow bidder or offeror will be entered. If a firm
fixed price contract is to be negotiated, the negotiated price will
be entered.

b. When fixed price contracts with flexible pricing
arrangenents are contenplated (e.g., fixed price incentive fee),
enter the target price.

c. |If a cost reinbursenent-type contract is proposed, enter
the I ow negotiated estimated cost plus the fee to be earned if the
contractor provides the mininum acceptabl e perfornance.

d. If a contract with an award fee is proposed, enter the
fixed portion of the fee plus the contract costs of the nbst advan-
tageous offer to the CGovernnent.

e. If atime and material or |abor-hour contract is propo-
sed, enter the estimated total cost of performance. Alternatively,
conpar abl e rates can be devel oped for the Governnment cost estimate
and the conparison can be made on the basis of rates, rather than
total costs.

3. Tax Exenpt Organizations

a. |If the apparent |ow bidder or offeror is a tax-exenpt
organi zation, the contract price nust be adjusted by an anpbunt equa
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to the Federal, state and local income taxes that would be paid by
the | owest non-tax-exenpt bidder or offeror. This adjustnent is
necessary to determ ne which bidder or offeror has the | ower overal
cost to the Governnent.

b. Determine the | owest non-tax-exenpt organization's bid
or offer and cal cul ate the Federal tax rate for this non-tax-exenpt
organi zation fromthe procedures in paragraph G this Chapter. To
calcul ate state and | ocal taxes for the non-tax-exenpt organization
multiply the bid or offer by .23 percent (.0023). Add the Federal
state and | ocal taxes cal cul ated above to the tax-exenpt organiza-
tion's bid or offer. (State and |ocal taxes are used only for
conparing tax-exenpt wth non-tax-exenpt organizations.)

c. Conpare the tax-exenpt organization’s tax-adjusted price



to the non-tax-exenpt organization's price. The |owest cost bidder
or offeror after this conparison will conpete against the Governnent.
If the tax-exenpt organization's tax-adjusted price is |ower than

t he non-tax-exenpt organization's price, enter the unadjusted price
on Line 7 of the CCF

d. In cases where the tax-exenpt organi zation’s tax-
adjusted price is identical to the non-tax-exenpt organization's
price, the non-tax-exenpt organization shall be the organization to
conpet e agai nst the Governnment.

C. CONTRACT ADM NI STRATION - Line 8

1. Contract adm nistration costs are the costs incurred by the
Government in assuring that a contract is faithfully executed by
both the Government and the contractor. It includes the cost of
reviewi ng contractor performance and conpliance with the terns of
the contract (quality assurance plan), processing contract paynents,
negoti ati ng change orders, and nonitoring the closeout of contract
oper ations.

2. The contract adm nistration cost to be entered on line 8 of
the CCF will be based on requirenents as shown on Table 3-1. The
requi rements vary by size of the function under study as determ ned
by the in-house staffing estimte devel oped in the management study.
For exanple, for a study of 15 staff years (FTEs), one contract
admini stration staff year (FTE) is required. Costs related to this
position are then conputed based on instructions for determn ning
personnel costs (Chapter 2, paragraph D).

3. Table 3-1 was devel oped froma representative sanpl e of
agenci es’ contract administration cost data. The table represents
contract administration staffing limts to be used for a cost com
pari son study. Depending on the type of function involved, it my
be possible to use | ower contract adm nistration factors than shown
on this table; in this case, agencies should quantify requirenments
based on a workl oad neasurenent using the quality assurance plan
In the event the function under study is so technically specific or
geographi cal ly di spersed that the contract administration (including
the quality assurance surveillance plan requirenments, as specified
in Part H of this Supplement) personnel requirenents woul d exceed
the limts established in Table 3-1, a waiver may be granted by the
appropriate official per paragraph 9.a. of the Crcular. Agencies
may submit reports to the Admi nistrator for Federal Procurenent
Policy, OMB, on actual contract adm nistration costs if agency
experience significantly differs fromthe costs all owed by Table 3-1.
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D. ADDI TIONAL COSTS - Line 9
The procedures prescribed by this Handbook substantially
dim nish the need to include the el enents of additional cost de-

scribed in this section except in unusual and infrequent circum
stances. Include additional costs that would only be incurred in



the event of contract perfornmance.

1. This category enconpasses any additional costs to the
Government such as transportation or purchased services resulting
from unusual or special circunmstances which may be encountered in
particul ar cost conparisons.

2. The supporting docunentation for additional costs of trans-
portation shoul d describe the nature of the transportation to be
provi ded; indicate the reasons the additional cost was not incurred
by the function under study, but will be furnished to the contrac-
tor; specify the nileage, carrier, rates and data used to deternine
the estimated costs; and identify the sources of the data obtained.

3. The total anpunt of additional costs will be entered on line
9 of the CCF. Anounts entered on line 9 nust be supported by a
definition of the type of cost reported, justification for inclusion
nmet hods of conputation, and, if applicable, a detailed listing of
t he cost conponents.

Table 3-1
Contract Adm ni stration Factors

I n- House Staffing

Estimate of Activity Contract Administration
Under Study (Range) Staffing Requirements in FTEs
10 or Bel ow Do not reflect any costs in line 8 of the CCF

Li kewi se, do not include any overhead staffing or
related costs in line 4 of the CCF

11-20 1
21-42 2
43- 65 3
66- 91 4
92-119 5
120- 150 6
151-184 7
185- 222 8
223- 265 9
266- 312 10
313- 367 11
368-429 12
430- 500 13
501- 583 14
584- 682 15
683- 800 16
Above 800 Use 2 percent of the in-house staffing estimate to

conpute admi nistration staffing requirenments
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E. ONE-TI ME CONVERSI ON COSTS -- Line 10

1. \When the Government discontinues an in-house activity to



obtain a comercial product or service by contract, there are
usual |y one-tinme in-house costs associated with the conversion

2. Material Related Cost

a. A conversion will normally result in certain itens of
mat eri al (expendabl es) beconi ng excess or available for transfer in-
house or to the contractor.

b. It my be possible to transfer nmaterial to the contrac-
tor providing the product or service in the future. For purposes of
the cost conparison, only the one-tinme costs associated with trans-
ferring material to a contractor will be included (physical inven-
tory, packing, crating, transportation, etc.).

c. Wen material is disposed of, the benefit is equal to
the estimted recovery less the cost of disposal; when material is
transferred to another CGovernment facility, the benefit is equal to
the original cost (now a savings) less the cost of transfer. Wen a
benefit (savings) is deternmined, it will be used as a reduction to
t he remai nder of one-time conversion costs. Wen cost of disposa
or transfer is greater than the recovery or savings, it is treated
as a one-tine conversion cost.

3. Labor-Rel ated Costs

a. A conversion will also nornmally result in certain one-
time |l abor-rel ated expenses. These include severance pay, honeowner
assi stance, relocation and retrai ning expenses. The anpunt of these
expenses shoul d be conmputed in consultation with the personne
office. Care nmust be taken that only those expenses which can
reasonably be expected to be paid out are entered on the CCF

b. CGovernnent experience indicates that only a small frac-
tion of the total number of enployees affected in conversion actions
are actually separated from Government service. Therefore, it would
be i nappropriate to enter on the CCF an anount for severance pay
that assunes every enpl oyee eligible for severance pay woul d
actually receive severance pay. Past conversion experience indicates
that only four percent of the total nunber of enployees assigned to
the function under study are separated and receive severance pay.
Based on this separation rate and the average Federal enployee’'s
severance pay entitlements, a two-percent severance pay factor is
appropriate for use in npst cost studies. The variations to con-
si der when computing severance pay are discussed in the follow ng
par agr aph.

c. For nmpost studies, where the in-house staffing estimte
is equal to or lower than the number of assigned Federal enpl oyees,
the two-percent factor is multiplied by the annual basic pay from
t he Personnel Cost Worksheet, Colum F, Total (lllustration 2-1).
There are two exceptions to this procedure
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(1) In sone cases, where the in-house staffing estinmate
i s higher than the nunber of assigned Federal enpl oyees, an adj ust-
ment has to be made: nmultiply the result fromc. above by the ratio
of Permanent Enpl oyees Assigned to In-House Staffing Estinate.

(2) In cost studies for which a higher or |ower separa-
tion rate than four percent can be anticipated, other estinates of
severance pay may be used, provided the alternate assunptions can be
fully docunented.

d. The actuarial npdel used to conpute the standard retire-
ment cost factor provides for normal |evels of early retirenent and
wi t hdrawal s, but a significant nunber of actions could have addi-

tional impact. |In cases where this effect is likely to have a
determ native bearing on the outcome of the cost conparison, the
situation will be called to the attention of the agency official

responsi ble for inplenentation of Circular A-76, who may confer with
OVB and OPM for FPM 351-17 consideration

4. Oher Costs

A conversion will normally require an agency to take certain
actions that would not be necessary if the activity continued in-
house. For exanple, it may not be possible to terninate a rent or
| ease agreement without incurring a penalty fee. Such penalty fees
are al so costs of conversion.

5. One-Tine Cost Conputation
Supporting docunentation should clearly state the type of

cost anticipated, justification for inclusion and nmethods of compu-
tation. The total of these one-time costs should be allocated to

each performance period. The cost entry will be determ ned by
dividing the total one-tine costs by the nunmber of periods in the
cost conparison. However, the one-time costs will be allocated over

not less than a three-year period. Do not inflate one-tine costs
for the out years.

F. GAIN OR LOSS ON DI SPOSAL/ TRANSFER OF ASSETS -- Line 11

1. \When a function is perforned in-house by Federal enpl oyees,
a decision to contract that operation nmay elininate the need for al
or some portion of the assets. The value to the Governnent of
reduci ng the need for these assets nust be included as a consi dera-
tion in the cost conparison. This section deals with the gain or
| o0ss on those assets (capital or minor) which will be disposed of
or transferred by the Governnent if a decision is nmade to contract
for the product or service.

2. The estimated di sposal value, mnus the estimted cost of
di sposal or transfer, that would be realized is considered to be
either a revenue or an outflow of funds. The disposal value of an
asset may be derived fromthe useful life and disposal value table
at Appendix C. The table provides a percentage, by Federal stock
class, which is multiplied by the acquisition cost to determ ne



value at tine of disposal. Fromthe disposal value, subtract an
objectively estinmated cost of disposal or transfer. Enter this
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entire amount, the net disposal value, in parenthesis on line 11

for the first performance period, as this gain is a reduction in the
cost of contracting. |If the cost of disposal or transfer exceeds
the di sposal value, then enter this anpbunt on line 11, w thout
parenthesis, as this is an addition to the cost of contracting.

3. If an asset is transferred to another Governnent facility,
rat her than disposed of, the conputation is unchanged; it is pre-
suned that the Governnent has saved an expenditure equal to the
estimated di sposal value of the asset. Recovery by disposal or
savings by transfer are equivalent for the purpose of this computa-
tion.

4. Normally, a gain or |loss on disposal of assets will occur
during the first performance period. However, there may be cases
spelled out in the contract where the contractor will be furnished

Gover nrent equi prent through the first performance period or |onger
and the di posal or transfer would take place accordingly.

G FEDERAL | NCOVE TAX -- Line 12

1. \When devel opi ng the Governnment’'s cost of contract perfor-
mance, the potential Federal income tax revenue must be consi dered.
Since contract performance woul d provide the contractor with i ncone
subject to tax, an estimated anount of such taxes is an appropriate
deduction fromthe net cost to the Governnent, unless the prospec-
tive contractor is a tax-exenpt organization.

2. To sinplify the tax computation, a table (Appendix D) pre-
pared by the Internal Revenue Service provides, by types of industry,
appropriate tax rates in relation to business receipts. The indus-
try groupings conformto the Enterprise Standard Industrial d assi-
fication issued by the Departnment of Commerce. To determ ne the
anount of estimated Federal income tax, the contract price (line 7
of the CCF) for each period of performance will be nultiplied by the
applicable tax rate. The estinmated anmount of Federal incone tax
will be entered on line 12 as a deduction fromthe cost of contrac-
ting.

H.  TOTAL--Line 13

Add lines 7, 8, 9 and 10. |If there is a nunber in parenthesis;
i.e., a deduction, in line 11, add to line 12 and subtract this
total fromthe total of lines 7 through 10 and enter the difference
on line 13. If the nunber in line 11 is not in parenthesis, it
shoul d be added to the total of lines 7 through 10, and then sub-
tract line 12 fromthe total of lines 7 through 11 and enter the
difference on line 13.
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PART 1V - COST COVPARI SON HANDBOOK

Chapter 4 - Cost Conparison Decision

A.  CONVERSI ON DI FFERENTI AL - Line 14

Cost margi ns have been established by OvB Circular No. A-76 that
nmust be exceeded before converting an in-house comercial activity
to contract. A cost margin equal to ten percent of the in-house
personnel related costs (total for all performance periods) nust be
added to the cost of contracting on the Cost Conparison Form This
anount is added to give consideration to the | oss of production, the
tenmporary decrease in efficiency and effectiveness, the cost of
retai ned grade and pay, tenporary operation of facilities at reduced
capacity and ot her unpredictable risks that result anytine a con-
version is made. See worksheet below at Illustration 4-1 for conpu-
tations.

B. TOTAL AND COMPARI SON - Line 15 and line 16

Once the conversion differential has been conputed and all the
el enents of Contract Performance Costs are known, sumlines 13 and
14 for all performance periods (Total colum only). Enter that
total on line 15 (Total colum only). Then subtract line 6 from
line 15 and enter the result on line 16 (Totals colum only). A
positive result on line 16 supports a decision to acconplish the
function in house, and a negative result supports a decision to
contract.

C. COST COVPARI SON DECI SI ON - Line 17

Indicate in the appropriate block on line 17 the decision sup-
ported by line 16.

| LLUSTRATI ON 4-1

Conversion Differential (In-House to Contract)

Wor ksheet
Cat egory Total Cost for All Perfornmance Peri ods
Per sonnel cost
(Line 1 of CCF) 1,523,521
O her Personnel Rel ated Cost
(Line 3 of CCF, Liability Insurance Portion) 1, 066
Over head
(Personnel rel ated
cost from worksheet *) 124,535

Tot al 1, 649, 122



Conversion Differential (10% of Total) 164,912 (Enter on CCF
Li ne 14 under Total
Col umm)

* |llustration 2-8 -- Overhead Cost Wrksheet
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PART 1V -- COST COVPARI SON HANDBOOK

Chapter 5 - Devel opi ng Cost Conpari son Studi es for Expansions,
New Requi renments and Conversions to | n-House Operation

A.  GENERAL

Thi s chapter describes the nethods and procedures which are
necessary to performa cost conparison study for an expansi on, new
requi renents or conversion of a function fromcontract to in-house
performance (see Part |, Chapter 1 of the Supplenent). Since
di fferent costing procedures apply, a separate Cost Conparison Form
is provided as Illustration 5-1, Expansions, New Requirenments and
Conversion to In-House --CCF (ENRC). The procedures differ in
basically four areas: identification of new or increased costs
expected to be incurred, cost of capital on additional assets, one-
time conversion costs and mni num cost differentials.

B. COSTI NG METHOD

1. The nethod described in this Chapter will be used in circum
stances (e.g., inadequate conpetition) when the Governnent deter-
mnes it beneficial to study a currently contracted function for
nore econom cal performance in-house. Also, for a new requirenment
for a cormercial activity or where an expansi on of an in-house
commercial activity is anticipated and the activity is not justified
under an exclusion, a cost conparison study will be perforned. Any
of these three cases may require a substantial investnment in new
resources by the CGovernnent.

2. The method in Chapters 2 and 3 will be used to devel op the
cost conparison study. However, for conversions to in-house and new
requi rements, the preparer nmust identify increases in cost expected
to be incurred. For expansions, first conmpute the increase rel ated
to the expansion portion of the function. Then conpute the tota
i mpact (existing and expansi on) which would result from conversion
to contract. In addition to increased personnel and material costs,
there m ght be increased cost because of a requirenment for facili-
ties and equi pnent. The cost of all capital assets not provided to
the contractor will be conputed using the sanme depreciation nethod
in Chapter 2. There nmight also be increases for rent, maintenance
and repair, utilities, travel and support provided by the overhead
activities. For exanple, if a GRA activity requires an increase in
overtime or at |east one position, the personnel and associ ated
support costs would be conputed and included on line 4 of the CCF
(ENRC). Those CGovernnental costs currently being incurred, which
woul d be the same for either in-house or contract operation, nust be



identified, but shall not be conputed.

3. The nethod for conputing the in-house costs of expansions,
new requi rements or conversions to in-house performance will follow
the procedures identified in Chapters 2 and 3 except as noted in
this chapter. New procedures are provided for the cost of capita
(line 5), one-time conversion cost (line 6) and the cost differen-
tial (line 16).
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C. COST OF CAPI TAL (ON ADDI TI ONAL ASSETS) - Line 5

1. An expansion, new requirenment or conversion to in-house
performance may require substantial new investnment by the Governnent
in facilities and equi pnent. The cost of capital nust be conputed
on those additional and currently owned assets to be used solely by
the in-house operation which will not be provided to the contractor

2. The cost of capital is defined as an inmputed charge on the
Government’s investment in capital assets necessary for the function
to provide the products or services. Basically, the inputed charge
for the cost of capital is an opportunity cost: if the capital had
been devoted to another use, it would have provided other inconme or
avoi ded i nterest expense.

3. In order to estinmate the cost of capital, it is necessary to
identify the acquisition cost of new assets or the net book val ue of
assets acquired by transfer. The cost of new assets results from
the sum of purchase price, transportation costs (if not already
i ncluded in the purchase price) and any installation costs incurred
in order to place the asset in operation. The total cost of an
asset received through transfer is the sumof the net book val ue and
the transportation and installation costs. The net book value is
determ ned (See Chapter 2, paragraph F.2) by subtracting the
accunul at ed depreciation fromacquisition cost of the asset. The
net book val ue nust be adjusted by transportation and installation
costs before allying the cost of capital. The cost of capital wll
be conputed by applying an opportunity cost rate of ten percent to
the determined total cost of both new and transferred assets to be
used solely by the in-house Governnent function. The results of
this computation will be entered on line 5 of the CCF (ENRC).

D. ONE-TIME COSTS ( FOR EXPANSI ONS, NEW REQUI REMENTS AND
CONVERSI ONS FROM CONTRACT TO | N-HOUSE) -- Line 6

1. New investnment by the Government in facilities and equi pnent
shoul d not be included as one-time costs under this section. The
costs incurred in acquiring facilities or equi prment and installing
t he equi pnent should be included in the capitalized cost. These
costs will be handled in the sections which deal with depreciation
(Chapter 2, paragraph F.2) and the cost of capital on additiona
assets (Chapter 5, paragraph Q).

2. Exanples of one-tinme costs include office and pl ant



rearrangenents; enployee recruitment, training, relocation expenses;
and expenses which are the direct result of discontinuing an exist-
ing contract or expanding the in-house operation

3. Determnation of the Governnent’s one-tine costs of expan-
sion, new requirenents or conversion fromcontract to in-house
shoul d be made in consultation with engineering, production, nmanage-
ment and contracting personnel. Supporting docunentation should
indicate clearly the type of costs anticipated, justification for
i nclusi on and conputation nethods. The total of the one-tine costs
shall be allocated to each annual performance period. The cost
entry will be determined by dividing the total one-tinme costs by the
nunber of periods in the cost conparison. However, the one-tine
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costs will be allocated over not |ess than a three-year period.
4. In addition to one-tinme costs related to in-house perfor-

mance on line 6 there are one-tine | abor related costs associ at ed
with the expansion of an activity. The one-tinme severance pay,
honeowner s assi stance, relocation and retraining costs for the
personnel in the existing activity will be conputed using the
procedures in Chapter 3, paragraph E.3, and entered on line 12 of
the CCF (ENRC).

E. CONVERSI ON DI FFERENTI AL ( FOR EXPANSI ONS, NEW REQUI REMENTS
AND CONVERSI ONS TO | N- HOUSE PERFORMANCE) -- Line 16

1. Before approving a new requirenent or a conversion from
contract to in-house performance on the basis of cost, OVB Crcul ar
No. A-76 has established cost margins which nmust be exceeded. The
cost margin is equal to ten percent of the CGovernnent personnel -
related cost (in line 1 and line 4) and 25 percent of the acquisi-
tion cost of new capital assets; i.e., assets not currently owned by
the Government and used solely by the in-house operation

2. The margin of ten percent of the Governnent personnel -
rel ated cost is consistent with the margin favoring the status quo
in studies of in-house activities, and includes the Government’s
contract term nation cost. The 25-percent margin recognizes the
risks inherent in Government investment in capital assets.

3. Compute the conversion differential on line 16 based on the
"total" colum only. First, multiply the personnel costs in lines 1
and 4 by ten percent to obtain the personnel-related cost margin.
Second, multiply the acquisition costs of new capital assets not
provided to the contractor by 25 percent. Then, sumthe two cost
margi ns and enter the result on line 16.

4. Before approving an expansion of an in-house activity on a
cost basis, the following cost differentials will be applied: the
total of 10 percent of the personnel-related costs of the expansion
plus 25 percent of the acquisition cost of the new capital assets
requi red by the proposed expansion; i.e., assets not currently owned



by the Governnent and not provided to the contractor, mnus 10
percent of the personnel related cost of the present activity. For
line 16, enter the net difference in the CCF (ENRC) "Total" col um.
Line 16 can be a positive or negative nunber. The total cost of the
i n-house operation (line 17) equals the sumof lines 8 and 16.

F. COST COVPARI SI ON DECI SI ON

The cost conpari son decision will be based upon the results
obtained for the "total" colum of the CCF (ENRC). Subtract the
cost of contract operation fromthe total cost of in-house operation
(line 17 minus line 15). Enter the result on line 18 of the CCF
(ENRC). On line 19 check the appropriate decision block. A posi-
tive result on line 18 supports the decision to contract the func-
tion and a negative result supports the decision to acconplish the
function in-house.
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Agency

ILLUSTRATION 5-1

Location Function

COST COMPARISON FORM

Expansions, New Requirements and Conversion

In-House Performance Costs

L.
2.
3.

4.
3.
6.

7.
8.

Personnel Cost
Material & Supply
Other Specifically
Attributable Costs
Overhead Cost

- Cost of Capital

One-Time Conversion Cost
{(ENRC)

Additional Costs

Totai In-House Costs

Contract Peéfor mance Costs

9. Contract Price

10. Contract Administration

11. Additional Costs

12. One-time Contract
Conversion Costs

13. Gain or Loss on Disposal
of Assets (Expansion)

14. Federal Income Tax
{Deduct)

15. Total Contract Costs

Decision

16. Conversion Differential (For

17.
i8.

In-House Estimate Prepared By:
In-House Estimate Reviewed By:

Cost Comparison Accomplished By:
Cost Comparisen Reviewed By:

Cost Comparison Decision Approved By:

To In-House Performance (ENRC)

Performance Periods

Ist 2nd 3rd  Additional Yotal Reference

Expansions, note net difference,

Chapter V, E.)
Total (Line & & 16}

Cost Comparison (Line 17 minus line 15)

Do the cost comparison calculation only for the total column.
Positive resuit on Line 18 supports decision to accomplish function by contract.

19. Cost Comparison Decision (check block} /] [ Accomplish In-House

!/ | Accompiish by Contract
Name/Title/Crganization Signature Date
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Step 1:

Step 2:

Step 3:

Step 4:

Step 5:

St ep- 6:

Step 7:

Step 8:

Step 9:

Step 10:

| V-51
PART |V - COST COVPARI SON HANDBOCK
APPENDI X B
NARRATI VE FLOW CHART FOR COST COMPARI SON PROCESS
Identify the function under study and determ ne type of
study; i.e., existing Governnment activity (Chapters 2, 3
and 4) or expansion, new requirenent or conversion back to
i n-house (Chapter 5).
Establi sh Task G oup to perform nmanagenent study in con-
junction with performance work statenent devel opnment.
This will be the basis for cost study devel oprment.
Identify the operations overhead
Define and identify all General and Administrative (G&A)
activities whether internal or external to the installa-
tion (region) enconpassing the function under study.
Cal cul at e personnel cost.
Cal cul ate material and supply costs.
Cal cul ate other specifically attributable costs.
Are there at least 10 FTE's in the function under study?
(This assunes a cost study is being done regardl ess of the
nunber of FTE s.)
If yes, go to step 9.
If no, go to step 12.

Determine if overtime or at |east one position within
operations overhead can be elim nated.

If no, go to next step.

If yes, calculate estimted savings using the appropriate
el ements of expense.

Determine if overtime or at |east one position can be
elimnated for any activity within the G&A overhead cate-

gory.
If no, go to next step.

If yes, calculate estimted savings using the appropriate
el ements of expense.



Step 11:
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Step 12:

Step 13:

Step 14:

Step 15:

Step 16:

Total savings fromsteps 9 and 10 and enter on line 4 of
CCF.

Determine if there are any additional costs for the func-
tion under study that would not logically fit into one of
the previous categories.

If no, sumall previous lines and enter total on line 6.
If yes, calculate, docunment and enter result on |line 5.
Total all in-house costs on line 6.

Determ ne the nunber of full-tine equivalent (FTE) posi-
tions within the nmost efficient organization and then
refer to sliding scale, Table 3-1. Determ ne the contract
admi ni stration staffing requirement that corresponds to
the nunmber of FTEs in the nost efficient organization. The

cost related to these requirenments will be devel oped
according to paragraph 2-D and the estimted contract
administrative cost will be entered on line 8 of the cost

conparison formfor each year of the study (ensure infla-
tion was added per paragaph 2-D.).

Determine if there are any additional costs to the CGovern-
ment as a result of the possible contract other than Con-
tract Price and Contract Administration. Some exanples
are transportation and purchased services.

If no, nove to next step.
If yes, calculate, document and enter cost on line 9.

Estimate one-tine (nonrecurring) costs the Government
incurs as a result of the conversion to contract. Sone
exanpl es are transfer or disposal of material, severance
pay, honeowner assistance and penalty fees for term nation
of | ease agreenents.

If no, go to next step.
If yes, calculate, document and enter cost on line 10 of
t he CCF.

Determine if any capital assets currently being used in-
house will be transferred to other Covernnent activities
or turned in for disposal (Public Sale) as a result of
goi ng contract.

If no, go to next step.

If yes, list those itenms for transfer or disposal and
determ ne their disposal value. Subtract their costs of
transfer or disposal fromthe disposal value. |If this
answer is positive, place answer in parenthesis on line 11
of the CCF. If this answer is negative; i.e., the cost

val ue of disposal or transfer is greater than the dispo-
sal value, place this nunber in line 11 wi thout parenthe-



Step 17:

Step 18:

Step 19:

Step 20:

Step 21:

Step 22:

Step 23:

Step 24:

Step 25:

Si s.

Determ ne the standard industrial classification of the
function under study fromthe listing at Appendi x D and
choose the appropriate tax rate. |If nore than one cl assi-
fication applies, develop a weighted average tax rate.
Place this tax rate percentage in the nmargin beside |ine
12 on the CCF for use after bid opening.
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Total the personnel related cost; i.e., all of line 1 and
the personnel -rel ated portions of line 4 of CCF;, and take
10 percent of this total and place on line 14 of the CCF

After the independent review, secure the CCF and all sup-
porting docurmentation locally. Provide a copy of the CCF
in a sealed envel ope to the Contracting Oficer to be
secured with other seal ed bids.

During bid opening or after conpletion of negotiations,
enter the selected bid or negotiated price on line 7 of
CCF.

Multiply the percentage in the nmargin beside line 12 by
the contract price inline 7. Do this for each year and
enter these results in parenthesis on line 12 to |ater be
subtracted from contract costs.

Add lines 7, 8 9 and 10. |If there is a nunber in paren-

thesis; i.e., a deduction, in line 11, add to line 12 and
subtract this total fromthe total of lines 7 through 10
and enter the difference on line 13. |f the nunber in

line 11 is not in parenthesis it should be added to the
total of lines 7 through 10, and then subtract line 12
fromthe total of lines 7 through 11 and enter the
difference on line 13.

Add lines 13 and 14 and place total on line 15 of each
peri od of the study.

Subtract line 6 fromline 15 and place result on line 16
for each period of the study.

If the nunmber on line 16 is positive, mark the appropriate
bl ock on line 17 to indicate acconplished in-house. |If
the nunber on Iine 16 is negative, mark the other bl ock on
line 17 indicating acconplished by contract.
| V- 55
PART |V - COST COVPARI SON HANDBOCK

APPENDI X C



USEFUL LI FE* AND DI SPOSAL VALUE TABLE

Di sposal Val ue

Expect ed Factor as a

FSC Useful Life Percent of
No. Nonencl at ur e (Years) Acqui sition Cost

@uns, through 30mm 15 3.15

Guns, over 30mmup to 75nmm 1.18

Guns, 75mm t hrough 125mm 25 0.63

@uns, over 125mm t hrough 200mm 2.14

@uns, over 200mm t hrough 300mm 2.61
1040 Chenical Wapons and Equi pnent 16

Launchers, Rocket and Pyrotechnic 15 2.00
1080 Canoufl age and Decepti on Equi pnent 10 1.75
1090 Assenblies |Interchangeabl e between

Weapons in Two or More C asses 25 2.25
1095 M sc. Weapons 1. 06
1135 Fusing and Firing Devices,

Nucl ear Ordnance 16 0. 08
1190 Specialized Test and Handl i ng

Equi prent, Nucl ear Ordnance 8 0. 60
1220 Fire Control Conputing Sights and Devices 8 0.29
1230 Fire Control System Conplete 11
1240 Optical Sighting and Rangi ng Equi prent 11 1.80
1250 Fire Control Stabilizing Mechani sns 11 1.76
1260 Fire Control Designating and

I ndi cati ng Equi pnent 12 0.58
1265 Fire Control Transmitting and

Recei vi ng Equi pnent, except Airborne 11 0. 39

1270 Aircraft Gunnery Fire Control Components 0.22
1285 Fire Control Radar Equi prent, except

Ai rbor ne 1.19
1290 M sc. Fire Control Equi prent 19 0.79

1340 Rockets, Rocket Anmp and Rocket

Conponent s 18 3.62
1375 Denolition Materials
1377 Cartridge and Propellant Activated

Devi ces and Components 1.28
1398 Specialized Amop Handl i ng and Servi ci ng

Equi pnent 12 0.52
* There is no expected useful life for those itenms |left blank
| V-56

Di sposal Val ue
Expect ed Factor as a

FSC Useful Life Percent of

No. Nonencl at ur e (Years) Acqui sition Cost



1410
1420
1430
1440
1450

1560

1610
1615

1620
1630
1650

1660

1670

1680

1720
1730
1740

1905
1915
1925
1930
1935
1940
1945
1990

2010
2030
2040
2050
2090

FSC

2210
2220
2230

Gui ded M ssil es 19

Gui ded M ssil e Conponents 15
Gui ded M ssile Renpte Control Systens 19
Launchers, Cuided Mssile 17
Gui ded M ssile Handling and Servicing

Equi pnent 17
Airframe Structural Conponents 20
Aircraft Propellers 10
Hel i copter Rotor Bl ades, Drive

Mechani sns and Components 10
Aircraft Landi ng Gear Conponents 10
Aircraft Wheel and Brake Systens 10
Aircraft Hydraulic, Vacuum and

De-i ci ng System Conponent s 10
Aircraft Air Conditioning, Heating

and Pressurizi ng Equi pnent 10

Parachutes; Aerial Pick Up, Delivery,
Recovery Systenms and Cargo Ti e Down

Equi pnent 7
Msc. Aircraft Accessories

and Comnponents 7
Aircraft Launchi ng Equi pnent 25
Aircraft Ground Servicing Equi pnent 20
Airfield Specialized Trucks and Trailers
Conbat Shi ps and Landi ng Vessel s 20
Cargo and Tanker Vessels 30
Speci al Service Vessel s 25
Barges and Lighters, Cargo 27
Barges and Lighters, Special Purpose 30
Smal | Craft 23
Pont oons and Fl oati ng Docks 30
M sc. Vessels

Shi p and Boat Propul si on Conmponents 20
Deck Machi nery

Marine Hardware and Hull Iltens 20
Buoys

M sc. Ship and Marine Equi prent

Expect ed

Useful Life
Nonencl at ur e (Years)
Loconoti ves 29
Rail Cars 40

Ri ght - of -Way Construction and
Mai nt enance Equi prrent, Rail road 20

55
13
45
66

ceocor

o

65

3.52
2.71
4.92
2.19

2.23

5.52
1.92
1.91

3.12
37

%

2.53
8.54
8.54
1.05
9.83
6. 35
14. 42
8.74

10. 26
3.31
16. 57
11. 05
4.81
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Di sposal Val ue
Factor as a
Per cent of

Acqui sition Cost

16. 51
10. 27

18. 69



2240 Loconptive and Rail Car Accessories

and Components 9.98
2250 Track Materials, Railroad 41. 00
2305 G ound Effect Vehicles 15
2310 Passenger Motor Vehicles See Below 17.00
Passenger Cars and Station Wagons 6
Buses (11 or nobre passengers) 8
Anmbul ances 7
2320 Trucks and Truck Tractors, Weeled See Below 17.96

Less than 12,500 (payload 1 ton and |less)6
12,500 through 16,999 (payload, 1-1/2

through 2-1/2 tons) 7

17,000 and over (payload, 3 tons and over) 9

Multiple Drive Vehicles 6
2330 Trailers 23 10. 09
2340 Mbtorcycles, Mtor Scooters and Bicycles 12 27.31
2350 Combat, Assault and Tactical Vehicles,

Tracked 14 32.82
2410 Tractors, Full Track, Low Speed 14 27.62
2420 Tractors, Weel ed 13 22.70
2430 Tractors, Track Laying, H gh Speed 7.42
2510 Vehicul ar Cab, Body and Frane

Structural Components 10 14. 18
2520 Vehicul ar Power Transm ssion Conmponents 12 16. 22
2530 Vehicul ar Brake, Steering, Axle, Wee

and Track Conponents 12 12.17
2540 Vehicul ar Furniture and Accessories 18 6. 95
2590 M sc. Vehicul ar Components 10 7.04
2805 Gasoline Reciprocating Engi nes,

except Aircraft and Components 7 5.68
2810 Gasoline Reciprocating Engi nes,

Aircraft and Components 3.43
2815 Diesel Engi nes and Components 13.33
2835 Gas Turbi nes and bet Engi nes, except

Aircraft and Components 15 3.59
2840 Gas Turbines and 3et Engines, Aircraft,

and Components 1.77
2845 Rocket Engi nes and Components 0.11
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Di sposal Val ue
Expect ed Factor as a

FSC Useful Life Percent of
No. Nonencl at ur e (Years) Acqui sition Cost
2910 Engi ne Fuel System Components,

Nonai r cr af t 8.01
2915 Engi ne Fuel System Conponents,

Aircraft 3.01

2920 Engine El ectrical System Conponents,



Nonai rcr aft 10. 32
2925 Engine El ectrical System Conponents,

Aircraft 7.94
2930 Engi ne Cooling System Conponents,

Nonai rcr af t 21.96
2935 Engi ne Cooling System Conponents,

Aircraft 7.41

2945 Engine Air and Ol Filters, Strainers

and Cl eaners, Aircraft 1.71
2950 Turbosuperchargers 8. 26
2990 M sc. Engine Accessories, Nonaircraft 7.77
2995 M sc. Engine Accessories, Aircraft 4.10
3010 Torque Converters and Speed Changers 5.93
3020 Cears, Pulleys, Sprockets and
Transm ssi on Chain 4. 64
3040 M sc. Power Transm ssion Equi pnent 3.22
3110 Bearings, Antifriction, Unmounted 22.14
3120 Bearings, Plain, Unnounted 4.78
3130 Bearings, Mounted 7.80
3210 Sawmill and Planing MIIl Machinery 15 28.41
3220 Wbodwor ki ng Machi nes 15 27. 37
3405 Saws and Filing Machines 20 30. 87
3408 Machining Centers and Way- Type Machi nes 7.49
3410 Electrical and Utrasonic Erosion
Machi nes 10 9.75
3411 Boring Machi nes 20 49. 61
3413 ©Drilling and Tappi ng Machi nes 15 40. 16
3414 Cear Cutting and Fini shing Machi nes 10 29.58
3415 &inding Machines 15 35. 06
3416 Lathes 20 39.84
3417 MI1ling Machines 20 28. 22
3418 Pl anners and Shapers 20 27. 66
3419 M sc. Machine Tools 15 17.92
3422 Rolling MIls and Draw ng Machi nes 10 68. 35
3424 Metal Heat Treating and Non-Thernma
Treati ng Equi pnent 25 11.72
3426 Metal Finishing Equi prent 20 6.63
| V-59
Di sposal Val ue
Expect ed Factor as a
FSC Useful Life Percent of
No. Nonencl at ur e (Years) Acqui sition Cost
3431 Electric Arc Wl di ng Equi prent 10 9.87
3432 El ectric Resistance Wl di ng Equi pnent 15 9. 90
3433 Gas Wl ding, Heat Cutting and
Met al i zi ng Equi pnent 15 6.76

3436 Wl ding Positioners and Manipul ators 30 26. 88



3438 M sc. Wl di ng Equi pnent 10 4,88
3439 M sc. Wl ding, Soldering and Brazing

Suppl i es and Accessories 5 10. 98
3441 Bendi ng and Form ng Machi nes 25 42. 25
3442 Hydraulic and Pneunmtic Presses,

Power Driven 10 20. 14
3443 Mechani cal Presses, Power Driven 11 59. 41
3444 Manual Presses 30 29. 67
3445 Punchi ng and Sheari ng Machi nes 15 44, 83
3446 Forgi ng Machi nery and Hamers 20 77.56
3447 Wre and Metal Ri bbon Form ng Machi nes 24. 60
3448 Riveting Machines 10 14.12

M sc. Secondary Metal Form ng and

Cutting Machi nes 10 35. 22
3450 Machine Tool s, Portable 20 13.28
3455 Cutting Tools for Machine Tool s 9. 89
3460 Machi ne Tool Accessories 15 17. 41
3461 Accessories for Secondary Metal wor ki ng

Machi nery 4.32
3465 Production Jigs, Fixtures and Tenplates 5 2.28
3470 Machine Shop Sets, Kits and Qutfits 3.57
3510 Laundry and Dry d eani ng Equi pnent 13 4.57
3520 Shoe Repairing Equi pnent 17 8.55
3530 Industrial Sew ng Machines and Mobile

Textile Repair Shops 12 15.03
3540 Wappi ng and Packagi ng Machi nery 9 7.35
3590 M sc. Service and Trade Equi pnent 10 9.10
3605 Food Products Machi nery and Equi pnent 30 10. 53
3610 Printing, Duplicating and Bookbi ndi ng

Equi pnent 16 4.31
3611 Industrial Marking Machi nes 10 2.20
3615 Pul p and Paper |ndustries Machinery 10 7.49
3620 Rubber and Pl astics Worki ng Machi nery 8 45. 18
3625 Textile Industries Machinery 12.76
3635 Crystal and G ass Industries Machinery 10 2.61
3650 Chemi cal and Pharnmaceutical Products

Manuf act uri ng Machi nery 7.85
| V-60

Di sposal Val ue
Expect ed Factor as a

FSC Useful Life Per cent of
No. Nonencl at ur e (Years) Acqui sition Cost
3655 Gas Generating and Di spersing Systens 12 7.35
3660 Industrial Size Reduction Machinery 9 27. 30
3680 Foundry Machi nery, Rel ated Equi pnent

and Supplies 10 12.61
3690 Specialized Aimop and Ordnance Machi nery

and Rel at ed Equi pnent 3.41
3693 Industrial Assenmbly Machi ne 0. 45

3694 Cean work Stations, Controlled
Envi ronment and Rel at ed Equi pnent 6.43



3695 M sc. Special Industry Equi pnent 4 7.58

3710 Conveyors 12 6. 85
3920 Materials Handling Equi pnent Nonsel f
Pr opel | ed 22 9. 07
3930 Warehouse Trucks and Tractors,
Sel f Propelled See Bel ow 18. 60
Gasol i ne
Fork Truck (2,000 pounds to
6, 000 pounds) 8
Fork Truck (over 6,000 pounds) 10
Tract or 8
Crane 12
Pl at f orm Truck 8
Straddl e Truck 15
El ectric
Al types 15
3940 Bl ocks, Tackle, Rigging and Slings 9.61
3950 W nches, Hoists, Craines and Derricks 13 10. 23
3990 M sc. Materials Handling Equi pnent 30 8.71
4010 Chain and Wre Rope 5.11
4020 Fi ber Rope, Cordage and Twi ne 6. 81
4030 Fittings for Rope, Cable and Chain 13. 16
4110 Refrigeration Equi pnent 11 7.07
4120 Air Conditioni ng Equi prent 10 3.82
4130 Refrigeration and Air Conditioning
Conponent s 16 4.26
4140 Fans, Air Crculators and Bl ow Equi pment 7 4.79
4210 Fire Fighting Equi pnent 14 6. 55
4220 Marine Lifesaving and Diving Equi pnent 10 5.65
4230 Decontaminating and | npregnating Equip 17 5.87
4240 Safety and Rescue Equi pnent 19 2.53
I V-61
Di sposal Val ue
Expect ed Factor as a
FSC Useful Life Per cent of
No. Nonencl at ur e (Years) Acqui sition Cost
4310 Compressors and Vacuum Punps 10 7.59
4320 Power and Hand Punps 15 4.27
4330 Certifuges, Separators and Pressure and
Vacuum Filters 20 4.90
4410 Industrial Boilers 9 3.78
4420 Heat Exchanges and Steam Condensers 9.73
4430 Industrial Furnaces, Kilns, Lehrs and Ovens 10 6. 59
4440 Driers, Dehydrators and Anhydrators 10 4. 55

4460 Air Purification Equi prent 11 3.71



4510 Plunbing Fi xtures and Accessories 15 5.91
4520 Space Heating Equi prent and Donestic Water

Heaters 8 8. 36
4540 M sc. Plunbing, Heating and Sanitation

Equi pnent 8 3.01
4610 Water Purification Equi pnent 14 4,55
4620 Water Distillation Equi pnent, Marine and 15 15.61

I ndustri al
4710 Pipe and Tube 7.79
4720 Hose and Tubing, Flexible 6.13
4730 Fittings and Specialities, Hose, Pipe

and Tube 4.83
4810 Val ves, Powered 2.20
4820 Val ves, Nonpowered 4.91
4910 Mdtor Vehicle, Mintenance and Repair Shop

Speci al i zed Equi pnent 11 6.63
4920 Aircraft Mintenance and Repair Shop

Speci al i zed Equi pnent 20 1.58
4925 Ammo. Mai ntenance, Repair and Checkout

Speci al i zed Equi pnent 21 1. 67

4927 Rocket Mai ntenance, Repair and Checkout
Speci al i zed Equi pnent

4930 Lubrication and Fuel D spensing Equi pnent 15 5.00
4931 Fire Control Mintenance and Repair

Shop Speci al i zed Equi pnent 9 1.18
4933 \Weapons Mai nt enance and Repair Shop

Speci al i zed Equi pnent 15 1.91
4935 Cuided M ssile Miintenace, Repair and

Checkout Speci alized Equi pnent 19 0. 40
4940 M sc. Mintenance and Repair Shop

Speci al i zed Equi pnent 20 4.48
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Di sposal Val ue
Expect ed Factor as a

FSC Useful Life Percent of
No. Nonencl at ur e (Years) Acqui sition Cost
5110 Hand Tool s, Edged, Nonpowered 10 9. 26
5120 Hand Tool s, Nonedged, Nonpowered 21 5.53
5130 Hand Tool s, Power Driven 10 10. 31
5133 Drill Bits, Counterbores and Countersinks,

Hand and Machi ne 10 24. 07
5136 Taps, Dies and Collets, Hand and Machi ne 10 8.08
5140 Tool and Hardware Boxes 20 26. 42
5180 Sets, Kits and Qutfits of Hand Tool s 23 3.83
5210 Measuring Tools, Craftsmen 10 4.87
5220 Inspection Gages and Precision Layout Tools 12 3.17

5280 Sets, Kits and Qutfits of Measuring Tools 25 1.01



5410
5411
5420
5430
5440
5445
5450

5670
5680

5805
5810

5811
5815
5820
5821
5825
5826
5830
5831
5835

5840
5841

FSC

5845

5850

5855

5860

5865

5895

5905
5910
5915
5920
5925

Pref abri cated and Portabl e Buil ding 8

Rigid Wall Shelters 20
Bri dges, Fixed and Fl oating 17
St orage Tanks 7
Scaf f ol di ng Equi pnent and Concrete Forns 5
Prefabricated Tower Structures 23
M sc. Prefabricated Structure 25

Architectural and Rel ated Metal Products 10

M sc. Construction Materials 69
Tel ephone and Tel egraph Equi pnent 23
Conmruni cati ons Security Equi pnrent and
Conponent s 16

O her Cryptol ogi ¢ Equi pnent and Conponents 11
Tel etype and Facsi m | e Equi pnent 22
Radi o and Tel evi si on Communi cati ons

Equi pnent, except Airborne 8
Radi o and Tel evi si on Communi cati ons

Equi pnent, Airborne 24

Radi o Navi gati on Equi prent, except Airborne 24
Radi o Navi gati on Equi prent, Airborne 24
I nt er communi cati on and Public

Addr ess Systens, except Airborne 24

I nt ercom nuni cati on and Public

Addr ess Systens, Airborne 25

Sound Recordi ng and Reproduci ng Equi prent 22

Radar Equi pment, except Airborne 23

Radar Equi prent, Airborne 24
Expect ed
Useful Life

Nonencl at ur e (Years)

Underwat er Sound Equi prent 13

Vi sible and I nvisible Light Comrunication

Equi pnent 24

Ni ght Vi sion Equi pnent, Emitted and Refl ected

Radi ati on 25

Stinul at ed Coherent Radi ation Devi ces,

Conponents and Accessories 25

El ectroni ¢ Count er neasur es, Counter
Counter measures and Qui ck Reaction

Capabi lity Equi prent 20
M sc. Communi cati ons Equi pnent 23
Resi stors 8
Capacitors 8
Filters and Networks 25
Fuses and Lightning Arrestors 25
Circuit Breakers 10
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5930 Switches 10 1.55
5935 Connectors, Electrical 22 20.61
5940 Lugs, Ternminals and Terminal Strips 8 1. 66
5945 Rel ays and Sol enoi ds 25 1. 36
5950 Coils and Transforners 8 1.35
5955 Piezoelectric Crystals 8 0. 65
5960 El ectron Tubes and Associ ated Hardware 8 1.00
5961 Semi tonductor Devices and Associ ated

Har dwar e 8 1.04
5962 Mcrocircuits, Electronic 8 0.54
5963 El ectronic Mdul es 8 --
5965 Headsets, Handsets, M crophones and Speakers 24 4,28
5970 Electrical Insulators and Insulating

Material s 8 34.93
5975 El ectrical Hardware and Supplies 23 3.73
5977 El ectrical Contact Brushes and El ectrodes 8 2.08
5985 Antennas, Wavegui de and Rel ated Equi pment 8 2.02
5990 Synchros and Resol vers 14 1. 65
5995 Cable, Cord and Wre Assenbli es,

Conmuni cat i ons Equi pnent 24 4.16
5999 M sc. Electrical and El ectronic Conmponents 20 1.01
6105 Mbdtors, Electrical 10 5.31
6110 Electrical Control Equipnent 8 2.45
6115 Cenerators and Generator Sets, Electrical 19 6. 50
6116 Fuel Cell Power Units, Conponents and

Accessori es 15 22.88
6120 Transformers: Distribution and Power Station 36 7.87
| V- 64

Di sposal Val ue
Expect ed Factor as a

FSC Useful Life Per cent of
No. Nonencl at ur e (Years) Acqui sition Cost
6125 Convertors, Electrical, Rotating 25 2.88
6130 Convertors, Electrical, Nonrotating 22 1.75
6135 Batteries, Primary 15 2.51
6140 Batteries, Secondary 25 6.91
6145 Wre and Cable, Electrical 25 16. 29
6150 M sc. Electric Power and Distribution

Equi pnent 15 2.55
6210 |Indoor and Qutdoor Electric Lighting Fixture 16 3.95
6220 Electric Vehicular Light and Fixtures 10 4.58
6230 Electric Portable and Hand Li ghting

Equi pnent 17 3.44
6240 Electric Lanps 10 6.92
6250 Ballasts, Lanmpholders and Starters 10 3.91
6310 Traffic and Transit Signal Systens 4 3.52
6320 Shi pboard Al arm and Signal Systens 4 2.68

6350 M sc. Alarm Signal and Security Detection
Syst ens 6 1.38



6515 Medical and Surgical |nstrunents,

Equi pnent and Supplies 9 2.54
6520 Dental Instrunments, Equi pment and Supplies 8 7.66
6525 X-Ray Equi pnent and Supplies: Medical Dental

Vet eri nary 9 3.57
6530 Hospital Furniture, Equi pment, Uensils and

Suppl i es 10 4,18
6540 Opticians’ Instrunents, Equiprment and

Suppl i es 10 6. 23
6545 Medical Sets, Kits and Qutfits 10 5. 60
6605 Navi gational I|nstrunents 18 0.87
6610 Flight Instrunents 17 2.30
6615 Automatic Pilot Mechanisns and Airborne

Gyro Conponents 25 1.17
6620 Engine Instrunments 15 3.04
6625 Electrical and El ectronic Properties

Measuring and Testing I nstrunents 15 1.55
6630 Chemical Analysis Instrunents 5 1.70
6635 Physical Properties Testing Equi pnent 13 6.62
6636 Environmental Chanbers and Rel ated

Equi pnent 10 2.20
6640 Laboratory Equi pnment and Supplies 20 2.12
6645 Time Measuring I nstrunments 25 5.54

| V- 65
Di sposal Val ue
Expect ed Factor as a

FSC Useful Life Per cent of
No. Nonencl at ur e (Years) Acqui sition Cost
6650 Optical Instrunents 8 2.31
6655 Ceophysi cal and Astronomical Instrunents 25 2.02
6660 Meterol ogical Instruments and Apparatus 10 1. 05
6665 Hazard-Detecting Instruments and Apparatus 16 1.44
6670 Scal es and Bal ances 18 4.77
6675 Drafting, Surveying and Mapping Instrunments 19 2.44
6680 Liquid and Gas Flow, Liquid Level and

Mechani cal Motion Measuring Instrunents 10 2.87
6685 Pressure, Tenperature and Humi dity Measuring

and Controlling Instrunments 10 2.53
6695 Combi nation and M sc. Instruments 8 2.06
6710 Cameras, Mdtion Pictures 25 5.29
6720 Canmeras, Still Picture 24 1.82
6730 Phot ographi c Projection Equi pnent 25 3.52
6740 Phot ogr aphi ¢ Devel opi ng and Fi ni shing

Equi pnent 24 3.32
6750 Phot ographi c Supplies 25 8.64
6760 Phot ographi ¢ Equi prrent and Accessories 24 1. 36
6780 Photographic Sets, Kits and Qutfits 22 3.24

6910 Training Aids 20 0.96



6920 Armanment Trai ni ng Devices 20 3.22

6930 Operation Training Devices 21 0.62
6940 Conmuni cation Traini ng Devi ces 21 0.79
7010 ADPE Configuration 8 0.73
7021 ADP Central Processing Unit, Digital 15 0.73
7022 ADP Central Processing Unit, Hybrid 15

7025 ADPI nput/ Qut put andSt or ageDevi ces 13 1.01
7030 ADP Software 15 0. 97
7035 ADP Accessorial Equi prent 13 0.72
7040 Punched Card Equi pnent 15 0.87
7045 ADP Supplies and Support Equi pment 11 1.50
7050 ADP Comnponents 15 0. 95
7105 Household Furniture 10 9.94
7110 Ofice Furniture 10 16. 20
7125 Cabinets, Lockers, Bins and Shel ving 20 9. 47
7195 M sc. Furniture and Fi xtures 10 6.17

7310 Food Cooki ng, Baking and Serving

Equi pnent 12 5.40
7320 Kitchen Equi prrent and Appliances 18 5. 60
7360 Sets, Kits and Qutfits: Food Preparation

and Serving 10 11. 41
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Di sposal Val ue
Expect ed Factor as a
FSC Useful Life Percent of
No. Nonencl at ur e (Years) Acqui sition Cost
7420 Accounting and Cal cul ati ng Machi ne 12 Electric/
15 Manual 1.46

7430 Typewiters and Ofice Type Conposing

Machi nes 12 Electric/

15 Manual 6. 10

7450 O fice Type Sound Recordi ng and Reproduci ng

Machi nes 12 1.17
7460 Visible Record Equi pnent 2.26
7490 M sc. Ofice Mchines 12 3.30
7710 Musical Instruments 12 14. 67
7910 Floor Polishers and Vacuum C eani ng

Equi pnent 5.72
8140 Anmmp and Nucl ear Ordnance Boxes, Packages

and Speci al Containers 15 12.33
8145 Speci ali zed Shi ppi ng and Storage Containers 22 6. 55
8340 Tents and Tarpaulins 5 4.86
8345 Flags and Pennants 5 8. 30

8415 dothing, Special Purpose 5 10. 81



8820

9320
9340

9515
9530
9535

Ar nor
Met al
Met al

CODE NO.

10- 01- 0400
10- 01- 0600
20-02-1010
20-02-1070

20-02-1098
20-03-1150
20- 05- 1430

30- 06- 1510
30- 06- 1531
30-07-1600
30-08-1711
30-08-1731
30-08-1798

40- 09- 2010
40- 09- 2020
40- 09- 2030
40- 09- 2040
40- 09- 2050
40- 09- 2060
40- 09- 2089
40- 09- 2096
40-12- 2315
40-12- 2345
40-12- 2388

Li ve Ani mal s,

Rubber
d ass Fabricated Materials 5

Not Rai sed for Food 3

Fabricated Material s

(&)

Pl at e 10
Bar 10
Pl at e 10

PART | V----COST COVPARI SON HANDBOOK

APPENDI X D

TAX RATE TABLE *

| NDUSTRY
Extractive I ndustries

Agricul ture Production
Agricul tural Services

M ning Iron Ores

M ni ng COpper, Lead, Zinc,
and Silver Ores

M ning G her Metals

Coal M ni ng

Sand, Gravel, Dinmension,
and Broken Stone

Gol d

Cr ushed

Constructi on

General building (construction)
Qperative builders (construction)
Heavy construction
Pl unbi ng, heati ng,
El ectrical work

O her special trades

air conditioning

Manuf act uri ng

Meat products

Dai ry products

Preserved fruits and veget abl es
Grain mll products

Bakery products

Sugar and confectionary products
Bottled soft drinks and flavorings
O her food and ki ndred products
Men’ s and boy’s cl ot hing

Worren’ s and children’s clothing
O her apparel and accessories

55. 05

19. 40
4.14

19. 00
47.51
52. 44
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40-12-2390
40- 13- 2415

* Tax Rates are in relation to business receipts.

**  Does not

Q her fabricated textile products
Logging, sawrills and planing mlls

reflect revisions contained in the 1987 Standard

Cl assification Manual

CODE NO

40- 13- 2430

40- 13- 2498
40- 14- 2500
40-15- 2625
40-15- 2699
40-16-2710

40-16-2720
40-16- 2735
40-16- 2799
40-17-2815
40-17-2830
40-17-2840
40-17-2850
40-17-2898
40- 18- 2998
40-19- 3050
40-19- 3070
40- 20- 3140
40- 20- 3198
40-21- 3225
40-21- 3240
40-21-3270

40-21- 3298
40-22- 3370

40-22- 3380

40- 23- 3410
40- 23- 3428

40- 23- 3430

| NDUSTRY
Manuf act uri ng

M| I work, plywood, related
products

O her wood products
Furniture and fixtures
Pul p, paper and board mlls
O her paper products
Newspapers (printing and

publ i shi ng)
Periodicals (printing and
publ i shi ng)

Books, greeting cards and

m scel | aneous publi shi ng
Conmer ci al and other printing and
printing trade services

I ndustrial chemicals, plastics
materi al s and synthetics

Drugs

Soap, cleaners and toil et goods
Paints and allied products

Agricul tural and other chem cal
products

Petrol eum and coal products, not

el sewhere classified

Rubber products; plastics, foot-

wear, hose and belting

M scel | aneous pl astics products
Leat her footwear

Leat her and | eather products not

el sewhere classified

G ass products

Cenent, hydraulic

Concrete, gypsum and pl aster
product s

O her nonnetallic mneral products
Ferrous netal industries; mscella-
neous primary metal products
Nonferrous netal industries

Met al cans and shi ppi ng cont ai ners
Cutlery, hand tools and hardware;

screw nmachi ne products, bolts and

simlar products

Pl unmbi ng and heating, except electric
and warm air

[
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40- 23- 3440
40- 23- 3460
40- 23- 3470

CODE NO

40- 23- 3480

40- 23- 3490
40- 24- 3520
40- 24- 3530
40- 24- 3540
40- 24- 3550
40- 24- 3570
40- 24- 3598
40- 25- 3665

40- 25- 3670
40- 25- 3698
40- 26- 3710
40-27-3725
40-27- 3730
40-27- 3798

40- 28- 3815

40- 28- 3845

40- 28- 3860
40-29- 3998

50- 30- 4000
50- 30-4100
50- 30- 4200
50- 30- 4400
50- 30- 4500
50- 30- 4600
50- 30-4700

50- 31- 4825

50- 31- 4830
50- 32- 4910
50- 32- 4920
50- 32- 4930
50- 32- 4990

Fabricated structural nmetal products

Met al forgings and st anpi ngs
Casting, engraving and allied
servi ces

-2-
| NDUSTRY

Manuf act uring (conti nued)

Ordnance and accessories, except
vehi cl es and gui ded mssiles
M scel | aneous fabricated netal
Far m machi nery

Construction and rel ated nachinery
Met al wor ki ng machi nery

Speci al industry nmachinery

O fice and computi ng machi nes

O her machi nery, except electrica
Radi o, tel evision, communication

equi pnent

El ectroni c conponents and accessories
O her electrical equipnent

Mot or vehi cl es and equi pnent

Aircraft, guided missiles and parts
Shi p and boat buil ding and repairing
O her transportation equi pment, except
not or vehicl es

Scientific instrunents and measuring

devi ces; watches and cl ocks
Optical, medical and opthal mc
goods

Phot ogr aphi ¢ equi pnent and supplies
M scel | aneous manuf acturi ng and
manuf acturing not allocable

Transportation And Utilities

Rai |l road transportation

Local and interurban passenger transit
Trucki ng and war ehousi ng

Water transportation
Transportation by air

Pi pe |ines, except natural gas
Transportation services not el se-
where classified

Tel ephone, tel egraph and ot her
communi cati on services

Radi o and Tel evi si on broadcasting
El ectric services

Gas production and distribution
Conbi nation utility services
Water supply and other sanitary
services

products

TAX
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CODE NO

61- 33-5004
61- 34- 5008
61- 35-5010

61- 35- 5030
61- 35- 5050

61- 35- 5060
61- 35-5070
61- 35-5098
61-35-5110
61-35-5129
61-35-5130
61- 35-5150
61-35-5170
61-35-5180
61-35-5190

62- 36- 5220
62- 36- 5251
62- 36- 5265

62- 37-5300
62- 38- 5400
62- 39- 5541
62- 39- 5598
62- 40- 5600
62-41-5700
62-42-5800
62-43-5912
62-43-5921
62-43-5995
63-44-5997

80-52- 7000
80-53-7200
80-54- 7310
80-54- 7389
80- 55- 7500
80- 55- 7600

| NDUSTRY
Whol esal e Tr ade

Groceries and rel ated products

Machi nery, equi pment and supplies
Mot or vehicles and autonotive

equi pment

Lunber and construction materials
Metal s and minerals, except petrol eum
and scrap

El ectrical goods

Har dwar e, pl unbi ng and heati ng

O her durabl e goods

Paper and paper products

Drugs, chemicals and allied products
Apparel, piece goods and notions
Farm product raw materials
Petrol eum and petrol eum products

Al cohol i ¢ beverages

M scel | aneous nondur abl e goods;

whol esal e trade not all ocabl e

Retail Trade

Buil ding materials dealers

Har dwar e stores

Garden supplies and nobile home
deal ers

General merchandi se stores

Food stores

Gasol i ne service stations

O her autonotive deal ers

Apparel and accessory stores
Furniture and home furnishings stores
Eati ng and drinking pl aces

Drug stores and proprietary stores
Li quor stores

QO her retail stores

Wol esal e and retail trade not

al l ocabl e

Servi ces

Hotel s and ot her | odgi ng pl aces

Per sonal services

Adverti sing services

Busi ness services, except advertising
Auto repair and services

M scel | aneous repair services
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CODE NO. | NDUSTRY TAX
RATE( %
Servi ces

80-56-7812 Mbdtion picture production, distribution 0.9
and services

80-56-7830 Mdtion picture theatres 2.0

80-56- 7900 Anusenent and recreation services, 1.0
except notion pictures

80-57-8015 Physicians’ services 0.5

80-57-8021 Dentists’ services 0.3

80-57-8050 MNursing and personal care 0.7

facilities
80-57-8071 Medical Laboratories
80-57-8099 O her nedical services
80-57-8111 Legal services
80-57-8200 Educational services
80-57-8599 M scel | aneous services, not
el sewhere cl assified

erorRE
NGNS
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EXECUTI VE OFFI CE OF THE PRESI DENT
OFFI CE OF MANAGEMENT AND BUDGET
WASHI NGTON, D C. 20503
Sept ember 28, 1988

Circular No. A-76
Revi sed
Transmittal Menorandum No. 7

MEMORANDUM FOR HEADS OF EXECUTI VE DEPARTMENTS AND AGENCI ES

FROMW James C. Mller |11
Di r ect or
SUBJECT: Performance O Commercial Activities

This Transmittal Menorandumrevi ses the treatnment of
retirement costs for both government and contractors and



updates certain other cost factors. Public Law 10

0- 366 anends

the "Federal Enpl oyees’ Retirenent System Act of 1986" to
require that all enployer paid retirement costs for the
Federal Enpl oyees Retirenent System and the contractor be
included in the A-76 cost conparison process. Transmitta
Mermor andum No. 4 is rescinded by this nmenorandum  Therefore,
all renunbered Iines and added |ines on the cost conparison
forms at Illustrations 1-1 and 5-1, and added paragLaphs in

t he Suppl enent introduced by Transmittal Menorandum No. 4 are
her eby del et ed. In addition, this Menorandum updates the

federal pay raise assunptions for 1989 through 19
the cost factor for mscellaneous fringe benefits

93, updates
, deletes

the mark-up rates applied to General Services Adm nistration

(GSA) nmaterials, revises the mark-up rates applie
Logi stics Agency (DLA) materials, and revises con
rates. Thi s Menmorandum al so changes the instru
publication of inventories and study schedules, a
all of Chapter 4, "Annual Reporting Requirenment"
t he Suppl erent .

Paragraph C.1.b, Chapter 1, Part |, of the Supple

The requirenent in this paragraph for agencie
publish their schedul es for conducting cost

d to Defense
tractor tax
ctions for
nd del et es
in Part | of

ment

s to

conpari son studies in the Conmerce Business Daily

and the Federal Register is deleted. Execut
Order 12615 requires the O fice of Managenent
Budget (OVB) to publish the schedul es for pub
review OVB will publish the schedul es not |
than 30 days before the start of each fisca
in both publications cited above.

Chapter 4, Part |, of the Suppl ement

This chapter is deleted. Quarterly reportin
requi red by Executive Order 12615. It will
acconplished through the A-76 Managenent

I nformati on System

Illustration, 1-1, Chapter 1, Part 1V, of the Sup

Li nes 13 through 17 of the cost conparison fo
i n-house vs. contract performance should be c
back to the original nonmenclature and f
specified in the Suppl ement, dated August, 1
Del ete the Line - Social Security (QASDI) and
Savings Plan Costs (Deduct), which was added
Transmittal Menorandum No. 4. Lines 13 throu
shoul d be as foll ows:

TOTAL CONTRACT COSTS - - -==--ssmmmmmeennn- Lin

ive
and
lic
at er
year

ENCLOSURE ( 11)

gis
be

pl ement

rmfor
hanged
or mat
983.

by
gh 17

e 13



CONVERSI ON DI FFERENTI AL ------------------ Line 14

TOTAL (Line 13 & 14) --------mmmmomammmo- Line 15

COST COWPARI SON (Line 15 minus Line 6) ---Line 16

COST COVPARI SON DECI SION ----------------- Line 17
Paragraph C, Chapter 2, Part |1V of the Suppl enent

The pay rai se assunptions for Federal enployees

contained in the President’s FY 1989 budget have been

changed through di scussions with Congress. Both
mlitary and civilian pay raises effective in January

1989 will be 4.1 percent. For mlitary pay raises for
1990 and beyond the agencies will use their interna
pl anni ng nunbers. The following rates for civilian

enpl oyees shoul d be applied per paragraph C of the
Suppl emrent on page |V-6 and 7:

Federal Pav Rai se Assunptions Inflation Factors
Effective Date Cvilian
January 1989 4.1
January 1990 3.0
January 1991 3.0
January 1992 3.0
January 1993 3.0
January 1994 3.0

Paragraph D.3.g(1)(a), Chapter 2, Part |V, of the Suppl enent

The revised standard retirement cost factor to be
used is 21.7 percent for all agencies except the
Depart ment of Medicine and Surgery (DM&S) within
the Veterans Administration (VA). The factor for
DVES is 11.4 percent. The standard factor
represents the Governnent’s share of the ful

dynami ¢ normal costs of the Civil Service
Retirement System (CSRS) and the Federal Enpl oyees
Retirement System (FERS). This factor also

i ncl udes the Governnent’s contributions to the dd
Age, Survivors and Disability Insurance (QASDI)
portion of Social Security and thrift savings plan
costs.

The revised retirement cost factors for special

cl ass enpl oyees are 26 percent for air traffic
controllers and 25.5 percent for |aw enforcenent
and fire protection enployees, except for fire



fighters within DM&S. The factor for DMES is 15.6
percent.

Paragraphs D.3.g(1)(b). Chapter 2, Part IV, of the Supplenent.

Revi sed standard fringe benefit cost factors to be
appl i ed under paragraph D.3.g. in the Supplenent to
the Gircular are as follows:

Fringe Benefit Factor Revi sed Cost

Federal enpl oyee 1.70
m scel | aneous fringe
benefits (worknen's
conpensati on, bonuses
and awards and unenpl oynent
pr ogr amns)

The factor for Federal enployee insurance remains at 4.7
percent. The factor for FICA (Medicare) remains at 1.45
percent.

Par agraph D.3.9(2), Chapter 2, Part |V, of the Suppl enent

Add the followi ng paragraph at the end of D.3.9(2) to
Chapter 2, Part |1V of the Supplenment: (The original paragraph
was del eted by Transmittal Menorandum No. 4)

"The Federal Insurance Contributions Act (FICA)
cost factor listed below, wll be applied to
civilian enpl oyees not covered by either of the two
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civilian retirenent systens (normally intermttent

and tenporary enpl oyees). Be careful to apply the

FICA rate only to wages and sal aries subject to the
tax; there is an annual salary limtation for FICA
tax (See Transmittal Menmorandum No. 6). Costs for

enpl oyees covered by FICA are as foll ows:

FY 1989 7.51
FY 1990 7.62
FY 1991 7.65
FY 1992 7.65
FY 1993 7.65

Par agraphs E. 3.a(1), (2), and (3), Chapter 2, Part IV of the
Suppl ermrent

The material mark-up rates which are applied for
GSA material and supply services under paragraph
E.3.a.(1), (2), and (3) are deleted. Public Law
100- 202, Section 619 provides for the inclusion of
acqui sition and storage costs in the price charged



by GSA.
Paragraphs E. 3.b. (1) and (2), Chapter 2, Part 1V, of the Suppl enent

The material mark-up rates which are applied for
DLA material and supply services are revised as

foll ows:

Mat eri al Per cent
Whol esal e St ock Fund 13.6
Direct Delivery 6.2

Paragraphs H and |, Chapter 3, Part |V, of the Suppl enent

Del ete these paragraphs which were added by
Transmittal Menorandum No. 4. Add the follow ng
paragraph H as originally contained in Chapter 3,
Part 1V of the Suppl enent dated August, 1983; this
paragraph had been deleted by Transnmitta
Menor andum No. 4:

"H  TOTAL--Line 13

Add lines 7, S, 9 and 10. |If there is a nunber in
parenthesis; i.e., a deduction, in line 11 add to
line 12 and subtract this total fromthe total of
lines 7 through 10 and enter the difference on line
13. If the nunber in Iline 11 is not in
parenthesis, it should be added to the total of
lines 7 through 10, and then subtract line 12 from
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the total of lines 7 through 11 and enter the
difference on line 13."

Chapter 4, Part 1V, of the Suppl enent

Del ete the renunbering of |ine nunmbers referenced
by Transnmittal Menorandum No. 4. Proper nunbering
is the original nunbering contained in Chapter 4,
Part 1V of the Suppl enent dated August, 1983.

Illustration 5-1, Chapter 5, Part 1V, of the Suppl ement

Li nes 15 through 19 of the "Cost Compari son Form
for Expansi ons, New Requirements and Conversion to

I n- House Performance" shoul d be changed back to the
original nomenclature and format specified in the
Suppl erent, dated August, 1983. Delete the Line-
Social Security (QASDI) and Savings Plan Costs
(Deduct), which was added by Transmittal Menorandum
No. 4. Lines 15 through 19 should be as foll ows:



TOTAL CONTRACT COSTS - --=---cammcammcnm-- Li ne 15

CONVERSI ON DI FFERENTI AL (For ------------- Li ne 16
Expansi ons, note net difference,
Chapter V, E.)

TOTAL (Line 8 & 16) ---------------------- Li ne 17
COST COWPARI SON (Line 17 minus line 15) --Line 18

COST COWPARI SON DECI SION ----------------- Li ne 19
Appendi x D, Part 1V, of the Suppl enent

A revised Tax Rate Table, Appendix D, with new tax rates
is attached. This tax table will be substituted for the
Appendix D found in Part 1V of the Supplement to the
Circul ar.

This revision is effective as follows: all changes
affecting retirement costing procedures shall be effective as
of July 13, 1988 and shall apply to all cost comparisons in
process where the Government’s in-house cost estimate had not
been opened before July 13, 1988. Al other changes in the
Transmittal Menorandum are effective upon the date of this
si gned nenorandum and shall apply to all cost conparisons in
process where the Government’s in-house cost estimate has not
been opened before this date.

At t achnent
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EXECUTI VE OFFI CE OF THE PRESI DENT
OFFI CE OF MANAGEMENT AND BUDGET
WASHI NGTON. D. C. 20503
February 12, 1990
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Circular No. A-76
Revi sed
Transmittal Menorandum No.

MEMORANDUM FOR THE HEADS OF EXECUTI VE DEPARTMENTS AND ACGENCI ES

FROM FRANK HODSOLL
EXECUTI VE ASSOCI ATE DI RECTOR

Subj ect : Performance of Commercial Activities



This Transmittal Menorandum updates the inflation factors used
for conputing Government personnel cost increases. The federal pay
rai se assunptions and the non-pay category rates are contained in
the FY 1991 Budget. The followi ng factors should be applied per
par agraph C of the Suppl ement on pages IV-6 and |V-7:

Federal Pay Rai se Assunptions Inflation Factors
Ef fective Date Mlitary & Civilian

January 1990
January 1991
January 1992
January 1993
January 1994
January 1995

Wwwkww
PFhNOUOO®

Non- Pay Categories (supplies, equipnment, etc)

FY 1990 4.0
FY 1991 4.2
FY 1992 4.0
FY 1993 3.7
FY 1994 3.4
FY 1995 3.1

This revision is effective as follows: all changes in the
Transmittal Menorandum are effective upon the date of this signed
menor andum and shall apply to all cost conparisons in process where
the Government’s in-house cost estinmate has not been opened before
this date.



